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*“,..and | looked him straight in the eye and said, ‘NO! “ 


MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 


piece of carbon paper 60 times! 


PEGGY: Hold on, Mary! If you weren’t new here, you’d |:now he’s not expecting too 
much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 





This is the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. See how sharp, 
clear, and distinct it is. You'll find succeeding 
copies will also bo clean, crisp, and easy to read. 
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MARY: Glory be! How is it possible? 

PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 

MARY: Isn’t it hard to get, these days? 

PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 

RMAARY: I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 


Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and _rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 
hand. 





ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 








*Trade-mark Registered U. S. Pat, Off. 





Copr. 1944, Royal Typewriter Company, Inc. 
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DITTO 


Business Systems are Made-to-Measure / 


In your vicinity, or nearby, is a Ditto 
Business Systems designer. He has had 
years of experience in measuring busi- 
nesses—in designing and applying 
Ditto Business Systems that fit! You 
will find it a distinct advantage to con- 
sult this specialist about your individual 
needs regarding— 


AN PRODUCTION - save up to 36 
- ©} hours getting orders into your shop! 
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po ORDER -BILLING~— Eliminate SYSTEMS 
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single writing! 
Write today for sample Ditto Systems TO FIT YOUR 

DITTO, Inc., 696 S. Oakley Bivd., Chicago 12, Ill. BUSINESS 
Manufacturers of Business Machines and Supplies 
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IAS offers to qualified 


accountants a coaching 


course which produces 
effective results. The 
enrollment fee is $42. 
For descriptive book- 
let address a letter to: 








A CORRESPONDENCE SCHOOL SINCE 2 OS 


3411 SOUTH MICHIGAN AVENUE, CHICAGO 16. ILLINOIS 













































DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 
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THIN PADERS 
They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 
Branch Office, Foreign and Air 
Mail correspondence. We also 
use the distinctive colors for 
our office records and factory 
forms. 
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Ldttortal Comment 


Changes Due in Tax Re porting Regulations 


ONTROLLERS are concerned over the last minute 

ruling of the Bureau of Internal Revenue (Mim- 
eograph Coll. No. 5796, dated December 28, 1944), to 
the effect that wages shall be reported in the tax return 
for the period in which they are actually paid. Previ- 
ously employers were given certain options for report- 
ing information return data and when Social Security 
and Income Tax Withholdings came into the picture 
many employers dovetailed the reporting and withhold- 
ing for these purposes with their reporting for informa- 
tion returns. 

Reports coming into this office indicate that some em- 
ployers changed over reluctantly and that others re- 
belled, determined to report 1944 on the basis of earn- 
ings in payroll periods completed within the year “in 
view of the many complications involved” and in hope 
that The Controllers Institute of America might do some- 
thing toward having the law straightened out in 1945. 

To say the least there is considerable confusion exist- 
ing at the present time. The Federal Social Security laws 
are written on the paid basis, except for the $3,000 limit 
on wages as defined, which is on an earned basis. The 
Federal Railroad Retirement Act was written on an 
earned basis. Present Federal Income Tax laws are writ- 
ten on a paid basis. Some of the State Unemployment 
Compensation laws and regulations provide for report- 
ing on the basis of earnings for paid periods completed 
within the period. 

On the other hand, employers’ records are set up by 
pay periods and pay periods may over-lap two calendar 
periods, while payment for a particular pay period which 
is within one calendar period may over-lap two calendar 
periods. 

Employers incur considerable expense in making 
these reports to the Federal Government, and the Fed- 
eral and State Income Tax laws and Federal and State 
Social Security Tax laws should be made to confirm on 
a basis which is most easily adapted to the employers’ 
record. 

Controllers should come to some agreement as to how 
they would like these provisions written into the law, 
and see to it that Congress is advised of their desires in 
this matter. A start along these lines will be made when 
the Committee on Federal Taxation of The Institute 
meets in February. 

56 


Pension Qualification Easing a Little 

UNE 30, 1945, is the new qualifying deadline in the 

cases of pension, profit-sharing, and stock bonus 
plans created prior to January 1, 1945. The deadline 
is the 15th day of the third month following the close 
of the employer’s taxable year, in the cases of plans 
created after December 31, 1944. The Act making 
these changes was signed by the President on Decem- 
ber 20, 1944. 

The deadlines have been pushed ahead so often, 
since the pension qualification provisions were written 
into the law, that order is slowly being brought about, 
and the confusion which first existed is being elimi- 
nated, as the application of the provisions is becoming 
more or less standardized and defined. Controllers have 
had a difficult struggle with this item, however, in a 
period when they had many other serious problems 
with which to contend. 


Thorough Prepara.on of Claims Hastens Settlements 
; igre average time required for settling contractors’ 
claims when contracts are terminated was reduced 
from more than three months to one and one-half 
months, in November, 1944, according to government 
officials. Contractors, they report, are being reimbursed 
91 per cent. of amounts claimed. However, it is pointed 
out, in dollar volume more than 65 per cent. of un- 
settled contracts have not been settled because con- 
tractors have filed no claims. The time required by 
contractors to prepare and file their claims is approxi- 
mately two months and three weeks, which shows little 
change through the past year. 

Contractors are doing the best they can in speeding 
up the preparation of their claims, under the rules 
which prevail. It is no small task to comply with the 
mass of details set up in the regulations and prescribed 
procedures. 

The record as to the proportion of the claims made 
which are allowed and paid, is encouraging, and testi- 
fies to the earnestness, thoroughness and ability not 
only of controllers and their staffs, but also of the gov- 
ernment officials in charge of this work. 
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A Query 

HE Automotive Council for War Production poses 

this question: “Are you sure that your company 
will not be a ‘bottleneck’ in the contract settlement 
stream? Will you be hounded by suppliers on the one 
hand and your customers or the Government on the 
other because you are unprepared to do your part in 
facilitating prompt and final settlement of terminated 
contracts ?” 

While this query may not seem to be so pertinent as 
it was a few weeks ago, it is one to which an answer 
must be given some time. If the propounding of this 
question will serve to stimulate business heads, con- 
trollers in particular, to put their houses in order, it 
will have served a useful purpose. Perhaps less will be 
heard in the immediate future of charges by top gov- 
ernment officials of lethargy, and of lack of forward 
planning, but the time will come when they will be 
renewed, unless controllers take advantage of the addi- 
tional time given by the postponement of wholesale 
terminations, because of the new turn taken by the con- 
flict in Europe, to study carefully and apply the sugges- 
tions which have been made in recent months for facil- 
itating prompt settlement of cancelled war contracts. 

The Automotive Council has prepared what it terms 
a self-analysis card, called “Contractor’s Self-Study of 
Preparedness for V-E Day.” It deals with contract ter- 
mination, pre-determination and plant clearance, and 
pre-conversion—a most interesting document. It is but 
natural that the automobile industry should be among 
the first and most active to study these problems 
through. It is to be congratulated. The form and accom- 
panying letter came from Mr. George Romney, Manag- 
ing Director of the Council. 


Close Figuring 


ss make nearly a billion dollars worth of warplanes 
and deliver them to the government without re- 
taining any excess profits requiring renegotiation is not 
only a production marvel, but a figure feat as well. 
That is what Douglas Aircraft Company did in 1943, 
thanks to the efficiency, loyalty and skill of its workers, 
so far as production is concerned; and to the acumen 
and ability of its vice president and controller, Ralph 
V. Hunt, who did some close budgeting and calculat- 
ing. 

The War Department Price Adjustment Board ex- 
amined the company’s report for the fiscal year ended 
November 30, 1943, and reported to Mr. Hunt that it 
found no excess profits. Net income for this period 
was only six-tenths of 1 per cent. of the profit, equal to 
only 60 cents profit on every $100 worth of business. 
In 1939, the last year of peacetime business, the profit- 
sales ratio was $10.30 to each $100. The war contracts 
handled in 1943 were on a cost-plus-fixed-fee basis. 
The company’s limitation of profits was self-imposed. 
“Well done” goes heartily to Donald V. Douglas, pres- 
aa and to his vice president and controller, Mr. 

unt. 


The Controller, February, 1945 





When a Debt Is Not a Debt 


"eee te cannot claim excess profits tax 
credits for any types. of indebtedness not specifi- 
cally listed in the Federal Revenue Act, according to a 
ruling by the United States Tax Court in the case of 
the Flint Norfown Theater Company, Flint, Michigan. 
Stockholders made advances to the company on open 
account, and promissory notes were to be issued later 
when the final amounts were determined. The notes 
were never requested or issued, and no interest was 
paid, although a resolution giving the details of the 
plan was adopted by the directors. 

The Tax Court ruled that the advances were not 
within the definition of equity capital, and that they 
did not fall within the definition of borrowed capital. 
Early versions of the provisions which later became 
law included the phrase “or any other written evidence 
of indebtedness,” but this phrase was wiped out by 
Congress in enacting the law, thus placing a limitation 
on the inclusion in invested capital of borrowed money. 

Thus, the advances made by the stockholders could 
not be included in its invested capital for the purpose 
of computing its excess profits tax. 

The Court pointed out that Congress had defined 
equity capital as money “paid in for stock, or as paid 
in surplus, or as a contribution to capital.” 

A fine point is thus decided. But were not the stock- 
holders who made the advances somewhat lax in not 
obtaining notes or other evidence of indebtedness ? 


Shorter Amortization Periods a Boon to Business 


| ewes to their simplest terms, the non-necessity 
certificates which the War Production Board may 
issue under certain conditions, are a means of reducing 
the amortization period as applied to facilities acquired 
for war production. The certificates permit the short- 
ening of the amortization period of five years which 
was first allowed, to the time during which the facili- 
ties were actually used in the war effort. A lot of the 
emergency facilities are now excess capacity. Confining 
the amortization of such equipment to the time when 
business is paying its highest tax rates in history is a boon. 


Implications of Government-Made Work 


AYS Henry M. Wriston, President of Brown Uni- 

versity, in his book “Challenge to Freedom”: “All 
the prescriptions for full employment ultimately end 
in public ownership. ... . If men work only for the 
state, liberty is gone, because the right to strike is de- 
stroyed, the right to change employers is lost, the right 
of initiative is impaired, and the fruitful consequences 
of one’s labor do not return many fold... . . If full 
employment is the duty of the state, the rights of labor 
are doomed.” 

The implications of government-made work have 
not been lost sight of by controllers. A. R. T. 














I want to pay tribute to Bob Watt. I 
have known him now about twenty years 
and, in my opinion, he has a better con- 
ception of what leads to tyranny and 
what constitutes freedom than almost 
anyone I have ever met. He has seen 
Europe and he has seen what has hap- 
pened there. He traveled extensively 
there before the war and since the war. 
So when he talks about those things that 
are necessary for the preservation of our 
freedoms, I listen very attentively be- 
cause I know that I am listening to some- 
one who feels very keenly all of the 
things that bring about these trends that 
take our freedoms away from us. 

If we will forget for a moment that 
Bob Watt is here representing labor, and 
that you are a group of people represent- 
ing industry, I am going to give you and 
myself a little scolding for all of the 
things that have happened. 

A very interesting thing happened re- 
cently: an election of a President, mem- 
bers of our Congress, and representatives 
to our state and municipal governments 
all through the country. And the next 
morning we went back to our offices and 
places of business, kidded each other a 
bit, and went about our duties. We all 
accepted the verdict gracefully and good- 
humoredly. That is quite an achievement 
for any nation, but I think it is especially 
significant at this time when we are in 
the midst of this war to find that any 
nation can do that. 

Organized labor will take credit for 
part of that victory. Organized labor, as 
represented by the PAC, will claim a 
part of the victory of the Democratic 
Party at the polls in November. Maybe 
it is entitled to that. I do not know, and 
I am not going to discuss the political 
aspects, but we do know this: that or- 
ganized labor today occupies a very 
important place in our political sys- 
tem, whether they are actively engaged 
through some committee or whether 
they function as a labor organization. 

If we believe in our democratic sys- 
tem, we must believe in the rule of the 
majority. When we have Congress en- 
act a law, we must assume that that repre- 
sents the wishes of the majority of the 
American people. If we are not willing 
to accept that, then we do not believe in 
our system of government. Our system 
of government provides that if any one 
of us goes out and sells his idea to a 


As Management Sees Our 
Postwar Labor Problems 


By C. S. Ching 


majority of the American people, he 
wins. 

Go back to 1933 and what followed 
thereafter in labor relations. As you re- 
member, at that time we were way down 
at the bottom and we had an act called 
the National Industrial Recovery Act. 
Section 7A of that act provided that la- 
bor should have the right to organize 
free from the domination of the em- 
ployer, so we got highly emotional about 
it. We must assume that that repre- 
sented the wishes of the majority of the 
American people. 

Following that, we got the Wagner 


Act, which some people have called the © 


Magna Charta of organized labor. I do 
not know whether it was or not but be- 
ing a realistic sort of a person, I do know 
this: that we immediately started to 
bring out in this country a group of men 
—self-constituted labor leaders—who 
went out and organized unions, called 
them by all kinds of names, and affiliated 
themselves with this, that or the other 
organization. They said they were labor 
leaders and they started to deal with a 
management that was just as inexperi- 
enced as they were. With management 
inexperienced, labor leaders inexperi- 
enced, and the members of unions inex- 


perienced, it was a miracle that we did 
not “go to hell in a hack.” How in the 
name of heaven we got along as well as 
we did with that sort of a combination, 
I don’t understand. It would be an en- 
tirely different situation where you had 
management and well-organized and re- 
sponsible labor leaders dealing together 
on the basis of mutual confidence over a 
period of years. That is the process of 
evolution that we went through in this 
country, and we came out of it fairly 
well. 

I think that we must be more realistic 
in our approach to our relationships 
with labor and to our relationships with 
government than we have been in the 
past. We represent industry and many 
times what we try to do is to rearrange 
our prejudices and call them principles 
and legalize our emotions. What I mean 
by that is this: that we start out with a 
given position, saying that represents 
our principles when many times it repre- 
sents only a rearrangement of our prej- 
udices. Then we get our emotions to a 
high pitch and we hire a lawyer to pre- 
sent our emotions to a government 
agency for adjudication. 

I feel that industry has not been par- 

(Please turn to page 77) 











MANAGEMENT'S VOICE 


Well known for many years as an industrial representative with a 
broad understanding of labor problems, Mr. Ching, who presented 
these observations at the November 19th meeting of the New York 
City Control, is director of industrial and public relations of the 
United States Rubber Company. A native of Canada and a natural- 
ized citizen of the United States, he began as motorman on the Bos- 
ton Elevated Railroad in 1901, became superintendent of equipment 
in 1903 and assistant to the president in 1912. He has been with the 
United States Rubber Company since 1919, first as supervisor of in- 
dustrial relations and since 1929 in his present post. Mr. Ching’s 
record includes: industrial member of the National Regional Labor 
Board (NRA), 1933; member Advisory Council on Industrial Rela- 
tions, National Industrial Conference Board, 1925-1931, and since 
1940; appointed March, 1941, by President Roosevelt, member of 
the National Defense Mediation Board; lecturer on industrial rela- 
tions at Dartmouth, Yale, Harvard, Vassar, and the University of 
Pennsylvania; admitted to Massachusetts Bar, 1912; President, 
American Management Association, 1928-1929; Chairman, !|m- 
migration Committee, National Association of Manufacturers, 1933; 
industry member, War Labor Board, February, 1942-September, 
1943; member Business Advisory Council Department of Commerce, 


1942-1943. 
—THE EDITOR 
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Sometimes when members of the Na- 
tional War Labor Board have begun to 
get a bit far from the point in our argu- 
ments on a case, Will Davis has brought 
us back to reality by the droll observa- 
tion that ‘‘all generalities are untrue, 
even this one.” 

So in opening my observations on so 
broad and complicated an issue as “‘Post- 
War Labor Problems,” I know I shall 
not be able completely to avoid general- 
ities. The best I can do is give a sum- 
mary of my opinions, avoid subterfuges, 
and forgive me if I seem to get into oc- 
casional generalities. 

Now that the prospects of victory are 
bright, we must decide where we go 
from here. I meet many people who be- 
lieve the answer is simple. I wish I could 
acquire some of their confidence. But 
tomorrow is not yesterday. Change has 
taken place, and greater changes are on 
the way. We cannot recapture the status 
quo of yesterday, even if we were so 
fearful of the future as to seek refuge in 
the past. 

But how can we best face the future? 
Is the best way the freedom of individual 
enterprise subject to the necessary sacri- 
fices, which the individual makes to live 
in peace with his neighbors? Or is it 
the mechanized force of state socialism 
in which the community controls the 
forces of production, both capital and 
labor ? 

I shall tell you what I think. I say we 
should and, I hope, will choose to seek 
a better future through a maximum of 
individual enterprise using the instru- 
ments of democracy to establish what- 
ever controls are found necessary in the 
best interest of the whole people. 

We are fighting against dictatorship. 
Our enemy is not merely the German 
Nazi or the Jap. Nazi-minded people 
exist in our own country. The word 
Nazi stands for national socialism, per- 
vetted, it is true, from the ordinary 
meaning of the words. In practice the 
Nazi is a believer in the rule of brutal 
force exercised by the aggressors in their 
Own interest against an enslaved major- 
ity. To greater or lesser degree, the 
tadical or reactionary has the same be- 
lief. They believe in rule of the many 
by the few and for the few. 

In contrast with those who support 
this view, I strongly urge the applica- 
tion of the principles of democracy to 
the fabric of our economic system. I 


Labor's Viewpoint on Our 
Postwar Labor Problems 
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urge that labor and management be 
freed of political interference as com- 
pletely as possible. I urge that labor and 
management be encouraged to establish 
self-government in industry through ac- 
credited delegates, democratically chosen 
to represent their respective sides. 

I urge that economic self-government 
be linked to civil government only 
through the maintenance of basic stand- 
ards and through the participation of 
public representatives to bring the con- 
sumers’ voice to the conference table of 
labor and management. This may seem 
revolutionary, but I believe it is funda- 
mentally only an extension of the de- 
mocracy of 1789 to the economic condi- 
tions of today. 

We face the problem of establishing a 
basis for industrial relations which will 
enable America to establish and main- 
tain a national income of at least 150 
billion dollars. That would mean a de- 
gree of industrial production and dis- 
tribution which will afford jobs for all 
who want to work and goods and serv- 
ices for all who need them. 

Of course, it is not possible in a free 
system such as ours to provide com- 
pletely full time employment for all who 
seek work. In the very nature of many 
jobs, some in-between unemployment is 
necessary if we aim to preserve our full 
freedoms. Even during the peak demand 
for labor during this national emer- 
gency, nearly a million people were reg- 
istered as unemployed and seeking work. 





That is why a sound system of social in- 
surance is needed to provide for those 
who cannot find work. 

But it does mean that we must utilize 
the services of all those now working for 
war whether in the armed services or 
factory, and who are available after the 
war for employment. I believe this in- 
volves the maintenance of wage rates 
and price values. We have had consid- 
erable inflation. If we are to carry our 
present debt burden, we must protect 
the values of goods and services from 
cut-throat competition. I believe collec- 
tive bargaining and good labor-manage- 
ment relations will be as necessary to do 
this job for the welfare of decent busi- 
ness after the war as it is for labor. 


PROSPECTS AND PROBLEMS 


The prospect of reconversion back to 
production of civilian goods will bring 
many problems to both labor and man- 
agement. Just as soon as the supply of 
available labor exceeds the supply of 
jobs, we can expect cut-backs on hours 
of work and lay-offs and shut downs. 
Earnings will tumble faster because of 
the loss of overtime and incentive pay. 
But prices of what the wage earner will 
have to buy are likely to stay at the high 
level they are at now. 

This will spell economic trouble for 
management as well as labor, even 
though workers will feel the pinch 
sooner and harder. Unless a comprehen- 
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sive program is ready to be put into op- 
eration after VE-Day to assure a measure 
of stability, we will be faced with mil- 
lions of unemployed, a reduction of 25 
or 30 billion dollars in payrolls and a 
sharp deflation which would be as dan- 
gerous as any inflationary threat. As a 
result, business would lose its market 
and the economic well-being of our 
whole community threatened. 

To preserve our consumer buying 
power, I suggest that there should be an 
adjustment in wage rates to sustain the 
purchasing power of the American 
worker. I believe the productivity of 
labor has increased enough to justify an 
increase during the reconversion period. 
Unless we achieve a level of employment 
without any precedent in the past we are 
heading for disaster. 

We must face not only the problems 
I have mentioned, but the problem of 
jobs for all who want to work for wages. 
Although we share the eagerness and in- 
sistence of those concentrating on jobs 
for servicemen, we disagree with those 
who believe the problem can be solved 
by merely putting all servicemen back 
into their old jobs. We believe our prob- 
lem is to provide steady jobs at decent 
wages for returning servicemen. But 
we believe that will only be possible if 
industrial and commercial activity is sus- 
tained by steady jobs at decent wages 
and good conditions for a/] who want to 
work. 

That will be a more difficult job than 
the one we faced in converting our peace- 
time equipment into war work. In the 
typical American community there will 
be one serviceman returning for every 
four or five workers employed. There 
will be one war worker for every four or 
five now employed who will have to get 
back to producing consumers’ goods in- 
stead of instruments of war. Jobs or job 
changes will have to be found for two 
out of every four or five wage earners in 
every American community. 

I am confident that labor and manage- 
ment can help to assure a fair deal for 
returning servicemen with jobs at which 
they can earn a decent and constantly 
improving standard of living. It will 
take more than a G.I. Bill of Rights to 
do the job. We will need the simple 
democratic mechanism of labor and 
management cooperation if the reem- 
ployment rights of veterans are to be 
more than promises. 

Instead of the complicated legal pro- 
cedures in the G.I. Bill of Rights and the 
almost daily interpretations by the boys 
who know all the prices and few of the 
values, labor-management machinery 
would be accessible and speedy with sim- 
ple procedures which would be under- 
stood by the ordinary veteran and war 
worker. We hope it is not too late to 
avoid the complicated and what may be 
lengthy legal procedures and expensive 
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dealings with lawyers which may result 
in discouraging veterans from efforts to 
obtain their rights. 

How can we best do the job to be 
done? To us it depends on preserving 
our basic freedoms and at the same time 
establishing rules of reason. Are we ca- 
pable of it? I believe we are. I know we 
have many shortcomings in labor and 
industry. Yet, I believe we are more 
capable of self-government through the 
machinery of our representative democ- 
racy of industry, than we are of hiring 
any group of bureaucrats through our 
political machinery to do the job for us. 

I am confident that the progressive 
wing of industry is really to cooperate in 
doing a good job. Eric Johnston and men 
like him are not afraid of labor. They 
are confident enough of their own ca- 
pacity to be willing to meet labor across 
the conference table. They are not eco- 
nomic snobs, fearful of facing the com- 
petition of ideas of the uncultured 
spokesmen of those on the other side of 
the tracks. They are not ignorant about 
the practical and human side of their 
own business. They don’t confine them- 
selves to policy making on the basis of 
information they receive from the ticker 
tape. 

I find myself as a labor member of the 
War Labor Board, defending private 
property and individual enterprise, and 
arguing with capitalists who are the un- 
witting advocates of a system which 
would be quite similar to those we fight 
against. I suspect the buildings they live 
in are too far removed from the aches 
and pains of the production lines. They 
are far removed from the dinner tables 
of those who make the spark plugs which 
some others put into the engine of the 
truck which delivers the product to the 
basement of the building in Wall Street 
or some other building in “Frisco.” 


MEMBERSHIP MAINTENANCE 


Some of them have been busy con- 
demning the maintenance of member- 
ship provisions of the National War 
Labor Board. They forget that mainte- 
nance of membership was originally 
adopted in lieu of the union or closed 
shop. Labor unions, of course, wanted 
the union or closed shop. But the repre- 
sentatives of the public and industry ob- 
jected to using the War Labor Board to 
strengthen trade unions by forcing indi- 
viduals in war time to join unions unless 
the previous prevailing practice of the 
shop called for it. 

But maintenance of membership sim- 
ply requires that those who joined to- 
gether to establish conditions of employ- 
ment should be obligated to stay to- 
gether as a contracting party during the 
life of the agreement. It has been a real 
stabilizing force in industry during the 
war and could have been even more ef- 





fective had industry supported labor in 
this respect. 

This situation coupled with the freeze 
on wage rates in the face of a real rise in 
the cost of living has caused as you know, 
plenty of trouble. Only because of the 
steady employment at abnormal hours of 
work with overtime, and greater oppor- 
tunities through incentive or piece work 
plans have the wage earners been able to 
keep pace with the higher cost of living, 

It is my sincere belief that the funda- 
mental long range interests of labor and 
industry are parallel and mutually de. 
pendent. Labor needs capital and capital 
needs labor, and free democratic America 
needs both. Together, I believe we must 
help our system keep the wheels moving 
and the gears meshed. Our whole future 
depends upon our ability to keep the 
wheels moving and avert a postwar 
boom followed by a disastrous depres- 
sion. 

We must share the responsibility of 
keeping our economic system going at a 
balanced efficiency or be prepared to let 
Uncle Sam take over the job. And if we 
let Uncle Sam do it, he will not be our 
uncle much longer, or even our cousin. 
He will be then known as Comrade 
Sammy or Fuehrer Sam. 

Our democracy may be slow and cum- 
bersome. It has aches and pains, but it 
has a lot of compensations. We make a 
lot of mistakes, but we retain the right 
and privilege of correcting our mistakes. 
We have proved that democracy can be 
a far more creative force than the regi- 
mented mechanics of dictatorship. We 
have proved that we can outdo the dic- 
tatorship in the factory and the market- 
place, and at the same time lick them at 
their own game in the field of battle. 

That is why it is time for us to get to- 
gether and work out in our own nation a 
system of democratic controls which will 
keep our tremendous machinery under 
control. We must plan so that our huge 
dynamo will generate production powet 
to sustain purchasing power, which in 
turn will keep the production power in 
operation. It may be the toughest job 
we have ever faced because it is the job 
of freeing the spirit of enterprise to the 
highest level of activity, and yet remain- 
ing under the self-control of the people 
who are free to enterprise. 

If we ate realistic about the whole 
Hitler business, there are certain things 
that we must admit. This war did not 
come about merely because a paper- 
hanger moved from Austria to Germany 
a few years ago. Merely shooting Hitler 
is not going to solve our problems. 
Hitler’s rise was due to the fact that he 
was able to promise economic security, 
universal employment, food, clothing 
and shelter to masses of people who had 
been dislocated by the industrial revolu- 
tion. 

(Please turn to page 78) 
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Management must not overlook or 
postpone attention to the important 
matter of bringing salaries and wages 
into line within the organization. It 
must not overlook giving careful atten- 
tion to the systematic approach to the 
solution of salary and wage problems, 
just im order to demonstrate how good 
they are in the use of slight-of-hand 
methods. Let’s look at the difference be- 
tween a systematic approach and the 
old “by-guess-and-by-God” method. Job 
evaluation and other related activities of 
management are part of a complete pro- 
gram that we call salary and wage ad- 
ministration. I shall discuss a complete 
program, with emphasis upon job evalu- 
ation, because I do not think we can ap- 
preciate the purposes and needs of job 
evaluation unless we can see that process 
in relation to the complete program. 

When we start out on any research, it 
is necessary to define our objectives, and 
I would like to read, if I may, a quota- 
tion from the statement of one company, 
defining the objective of its salary and 
wage administration as follows: 

"The general objective of the salary and wage 


administration program is to provide a system- 
atic and orderly method whereby: 


"1. Employees can be equitably remunerated for 

work performed ; 

"2. Differences in individual efficiency and per- 
formance can be recognized by promotion 
along defined lines and/or by differences in 
individual salaries among employees en- 
gaged in work of equal grade; 

. A medium of payroll control can be pro- 
vided.” 


we 


I think before we examine the details 
of salary and wage administration, it 
might be a good idea to look a little bit 
at the basic economic principles in- 
volved. The economists tell us that the 
money with which salaries and wages are 
paid represents labor’s share in the value 
added to the product by the proper com- 
bination of land, labor and capital. In 
other words, labor’s share might be 
called the wage fund, which must be 
taken from the wealth produced by the 
proper combination of the factors of 
production. 

Texas is an oil state. It is well, there- 
fore, to use petroleum as an illustration 
of value added to the product. I am 
told that the monetary value of the crude 
oil to be taken out of Texas this year will 
exceed by several hundred million dol- 
lars the value of the crops and livestock 
to be produced by this state. I think the 
figures are something like this—that the 
value of the oil will be approximately 
$900,000,000; and the crops and live- 
stock, $555,000,000; and I want to point 
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out that this tremendous amount of 
wealth has, to all appearances and pur- 
poses, existed in this state for millions of 
years, but that the unknown crude oil ly- 
ing underground was not wealth. In 
other words, it had no value until labor, 
capital and land went to work, discov- 
ered the need for it, and found that it 
existed under the ground, so that the 
very act of land, labor and capital in find- 
ing and producing that crude oil has 
added tremendous amounts of wealth. 
Out of this additional wealth produced, 
labor earns its share in direct competi- 
tive proportion to the shares of land and 
capital. Individual workers may receive 
their share in the wage fund in propor- 
tion to the individual workers’ contribu- 
tion to the common product. The “‘pro- 
ductivity theory” of wages is generally 
accepted, even by most of the older labor 
unions and organizations; and I think, 
therefore, that we can accept this theory 
as giving us some guide to the solution 
of management’s problems in connec- 
tion with systematic salary and wage ad- 
ministration. 

It is true that the theory is not of great 
practical value to the foreman who has 
to decide how much to pay Joe Zilch, the 
janitor; but it certainly does tell us, as 
managers, that in handling salaries and 
wages, and in making salary and wage 
decisions, we must confine our attention 
to those factors which influence the com- 
petitive position of labor in the wealth- 
producing process, and to those factors 
which increase or decrease the individ- 
ual’s contribution to value added to the 
product. 

We, as managers, know that because 
of the competition among land, labor 
and capital for shares in the value added 
to the product, and because of the com- 
petition among business for each of these 
three factors of production, management 
must: provide a return to each factor 
which encourages the supply of each 
factor relative to the demand; provide 
for the maintenance of this supply; and 






guide the supply into the most needed 
productive channels. 

In carrying out these social and eco- 
nomic responsibilities, management must 
accept as axiomatic: that the very lowest 
wage or salary paid for the very lowest 
gtade of job in the organization must 
provide a wage that will enable the 
worker assigned to that lowest job to 
obtain for his family and himself a stand- 
ard of living of minimum of health and 
decency ; that above this basic wage, man- 
agement must recognize the fact that it 
must provide for differentials to remu- 
nerate workers for differences in diffi- 
culty, importance and conditions of their 
work; and, in addition, remunerate 
workers for differences in individual per- 
formance. 

Management knows that, in order to 
secure the type of labor it needs, it must 
set up schedules of wages that will en- 
able it to compete for the type of work- 
ers it will need in the labor market from 
which it draws its help. Last, but not 
least, management realizes that, after 
provision has been made for these vari- 
ous salary and wage requirements, there 
must be enough left over to provide ade- 
quate and satisfactory returns to land 
and capital and to the entrepreneur who 
brings all three together. 

All that is “blue-sky’”—pretty well up 
in the air. To be practical about this 
thing, what do we mean when we say 
that we have to have systematic wage ad- 
ministration or salary administration? 
“Wage administration” means a man- 
agement program for employing system- 
atic and orderly approaches to the solu- 
tion of problems connected with the 
equitable distribution of the wage fund 
among the laborers or workers involved. 
What does this equitable distribution in- 
volve? It might be answered by asking 
ourselves five questions: 

(1) What are the jobs or work assignments 
with which we deal? 

(2) How do the jobs or work assignments com- 
pare in relative difficulty and importance? 








“NO ROYAL ROAD” 


Setting up a salary and wage administration program involves 
travel along a difficult managerial road, says Mr. Burk in this paper 
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(3) Having determined the relative difficulty 
and importance of the jobs, how do we 
price the job comparison schedule that re- 
sults from the determination of relative 
difficulty and importance? 

(4) How can we appraise, measure or other- 
wise recognize differences in individual 
performance on jobs of equal grade or on 
the same job? 

(5) Having determined all these other things, 
how can we keep our information and our 
administration up to date? 

Well, we brain trusters in manage- 
ment (a “brain truster’” is anyone who 
isn’t in the direct operating line, there- 
fore, a staff man) in describing the ac- 
tivities used in determining ‘‘what is the 
job?” and “what are the common quali- 
fications necessary to the successful per- 
formance of the job?” use the term “job 
analysis”; in determining the relative 
complexity or importance of jobs, we 
use the term “job evaluation.” In deter- 
mining the price to be put on the job 
comparison schedule, we use the term 
“labor market survey.” In determining 
the relative performance of individuals 
on the same job, or jobs of equal grade, 
we do “merit rating,” or set production 
standards. In keeping the records and 
standards up to date we talk about “wage 
and salary program administration.” 

I am going to try to develop the ad- 
vantages of using these various manage- 
ment tools by developing with you the 
past, present and future of each of them. 
When it comes to discussing the future, 
I can’t be too certain of anything. When 
I thought about the necessity for exam- 
ining the future of these various man- 
agement tools, I went down in the cellar 
at home and got our family crystal ball 
from behind the furnace. (I had tossed 
it back behind the furnace in 1942 after 
I introduced Mr. Eric Johnson as our 
next Republican candidate for Vice 
President.) I tried to polish up the crys- 
tal ball, but it was rather cloudy. I don’t 
think I need go into all of the things 
that made the crystal ball as cloudy as it 
was. Surely, we are uncertain as to the 
extent and trend of federal wage and 
salary regulation. We know that, in spite 
of the efforts of the Committee for Eco- 
nomic Development, and others, we are 
not all sure of the economic situation 
now and immediately postwar. We don’t 
know the extent to which we can hold 
the anti-inflationary line for the dura- 
tion of the war. We don’t know the ex- 
tent to which the public and labor unions 
will support the demands of the higher 
union officials for a guaranteed annual 
wage, etc., etc. 

I am going to try to predict in terms 
of the future, as well as the present. 
When I predict the future, I want my 
remarks to be taken, please, in the same 
way that the economist prefaces all re- 
marks: “All other things being equal 
——”; or in the same way a lawyer will 
give you a decision or answer to a ques- 
tion if you go to him for advice: “Well, 
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yes, and no, with certain extenuations 
and limitations in either direction—’; 
so that if I should predict anything that 
may not turn out in the future to be a 
fact, I shall immediately deny that I ever 
said it; and should my remarks appear in 
print, I shall sue the publisher for libel! 


Jos ANALYsIS 


Let’s look at the first process—‘What 
are the jobs?”” That process is known as 
job analysis, description, or specification. 
The process known as employee classifi- 
cation is the assignment of employees to 
the appropriate job description or en 
fication. In the past, the process of job 
analysis, as in the case of the other proc- 
esses, has not been too exact. We find 
that industry has been more or less con- 
tented to use job titles as job descrip- 
tions, hoping that a one or two word 
title would describe the content of the 
job. We find also that employees have 
been either falsely or erroneously classi- 
fied by the job titles that have become 
traditional in the organization. I remem- 
ber one instance where the manager 
found that the machinist’s job paid $1.38 
per hour, and the boilermaker’s job paid 
$1.26 per hour; so he classified a certain 
individual employee as a machinist, be- 
cause the boilermaker wouldn’t stay un- 
less he got more money. That, of course, 
is very rare. 

We have found that in a number of 
cases when companies did make rather 
detailed descriptions, the descriptions 
were broad occupational descriptions, 
rather than specific job descriptions. At 
the present time—when I say “present” 
I mean the period from approximately 
1940 to date—we have found a trend 
toward systematic job analysis and de- 
scription; and the use of standardized 
terms in the detailed description and 
analysis of duties, as well as in the de- 
scription of qualifications necessary to 
the successful performance of these duties. 
We have found that the emphasis has been 
placed on job description, rather than on 
job titles. We have found the trend to 
more centralized control of employee as- 
signment to job specification. 

In order to avoid all of the difficulties 
inherent in the practice I described a few 
minutes ago as the rule-of-thumb method, 
we have gone over to the use of more job 
descriptions to cover the same number 
of employees. That is, whereas fifteen 
years ago companies that employed per- 
haps 1200 employees might have had 100 
job descriptions, we now find that such 
companies, with the same number of em- 
ployees, have as many as 800 or 900 job 
descriptions. They are much more spe- 
cific about differentiating among duties 
assigned to employees. We have found 
an increase in employee participation in 
writing and preparing the job descrip- 
tion, probably as a result of direct orders 


to that effect from the War Labor Board. 

We have come to realize that there is 
nothing permanent about job content 
except change. Back in 1935 I had call 
on me a member of the staff of a very 
large company. He asked me what was 
wrong with their wage administration 
program. I went over the job descrip. 
tions, and they were beautiful. The job 
evaluation method was fine, and | 
couldn’t see why it wouldn’t work. Re- 
member, this was in 1935. Finally, he 
said, ‘““Well, in 1919, when we wrote 
these job descriptions—’’ Of course, he 
didn’t need to go any further—he hadn't 
changed the job descriptions in 16 
years. 

We all realize that job content is 
changing all the time, and we have to 
keep our job description up to date. In 
the immediate future, that is, in the re- 
conversion period, we are going to have 
tremendous changes in job content and 
job requirements. The company that 
starts now to set up a system of perpet- 
ual inventory of its job content, taking 
care of current changes as they occur, will 
have certainly provided a sound basis for 
determining what now exists, and for 
taking the necessary administrative steps 
to make changes in rates on the basis of 
changes in job content. If we don’t get 
set now—if we don’t have job descrip- 
tions and defensible reasons why certain 
jobs pay certain rates, disputes will arise 
out of disagreement as to appropriate 
job rates. We will have complaints aris- 
ing because of inaccurate and inappro- 
priate employee classification. Manage- 
ment is going to be put on the spot, 
because it will be making economically 
unsound payments to individuals. It will 
have no definite basis for doing a good 
job of selection and placement of em- 
ployees; no basis for training and re- 
training ; no check on effective organiza- 
tion of work; no basis for satisfactory 
and appropriate discharge of supervisory 
responsibilities with respect to letting 
employees know what their duties are, 
what their decision limits are, what their 
working relationships with other em- 
ployees are, and so on. 


Jos EVALUATION 


So much then for the need for job 
analysis. Let’s look at the need for job 
evaluation. Job evaluation is merely 2 
means for achieving internal consistency 
in the wage scale of a company. By that 
I mean that job evaluation is a method of 
setting up a measuring stick within the 
organization, which might be likened to 
a ladder. Between the steps of that lad- 
der we have jobs of increasing difficulty 
and importance in the organization, 
without regard to salary rates or wages 
paid or to be paid at the various steps of 
the ladder. 

In the past we have found an ex- 














ave 
and 
that 


job 
job 
ya 
ncy 
hat 
1 of 
the 
| to 
ad- 
ilty 
on, 


ges 


: of 








tremely decentralized, haphazard rule- 
of-thumb approach to the solution of 
this very important activity. We have 
found dependence of most manage- 
ments upon arbitrary, individual deci- 
sions of lower level supervisors. In the 
period since 1940 we have found a trend 
toward a systematic approach to the solu- 
tion of the problem of ‘‘How much more 
difficult and important is Job A than Job 
B?” We have found a tendency toward 
centralized control of this determina- 
tion. We have found that the War La- 
bor Board has encouraged, and in some 
cases ordered, use of a systematic ap- 
proach to the solution of job evaluation 
problems. We know that the knowledge 
of job evaluation and its purpose is 
spreading among labor unions. We find 
classes being given to labor union com- 
mitteemen on the process of job evalua- 
tion. Some of these classes run sixty 
hours or more, and I guarantee that 
when the men come out of those classes, 
they are going to know, and do know 
now, much more about the processes of 
job evaluation than ninety per cent. of 
the management representatives who 
will meet with them across the bargain- 
ing table. 

We have found on the debit side of 
the ledger that we are building up in 
management the dangerous habit, fos- 
tered perhaps, and certainly forced on us 
by the Salary Stabilization Unit, of ap- 
plying the inverse ration principle to the 
higher level of administrative, executive 
and professional jobs—the theory that 
the higher you go and the more difficult 
and important your job is, the less en- 
titled you are to equitable salary treat- 
ment. I am afraid, unless we recognize 


' the habit into which we are getting, that 


we are going to find that management 
will not be able to bring into its house- 
hold the type of young men necessary to 
keep new blood coming into and train- 
ing for top management positions. We 
are going to find that the young man 
will not see sufficient incentive in the ad- 
ditional earnings to subject himself to 
the hard labor now necessary to train 
himself to take executive responsibilities. 

I think I can speak to you people, who 
are specifically interested in this partic- 
ular subject, and ask you, please, to note 
that the trend of raising rates at the 
lower levels of the job comparison sched- 
ule and holding higher levels at the same 
point, or dropping them below that 
point, is one destructive of initiative in 
industry. I ask you, please, as soon as we 
get rid of some of the current salary reg- 
ulations, to take care of the poor “execu- 
tive, administrative and professional’’ 
worker, by adequate re-examination of 
wage differentials paid to the “middle 
Management”’ group. 

Let’s look at the future. We find, so 
far as job evaluation is concerned, that 
changes in job content—and there will 
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be many—will demand financial recog- 
nition, in proportion to the job content, 
when the changes are made. Manage- 
ment must have a defensible plan for 
justifying making or not making changes 
in job rates when changes of job con- 
tent take place, and I put that weakly. I 
have said management must have a ‘‘de- 
fensible” plan. They should have more 
than that. They should, at least, have a 
plan that will be positive in results, that 
will provide a satisfactory means of 
reaching agreement on wage rates among 
all concerned. I think we will find that 
organized labor itself, and the trend in 
other companies in any one labor market 
area, will force what might be called the 
more backward managements to con- 
sider systematic methods of job evalua- 
tion. 


LABOR MARKET SURVEY 


The next phase of wage and salary 
administration is that in connection with 
pricing the difficulty and importance 
scale. That is, the labor market survey. 
Most of you in this room have at one 
time or another attempted to find out 
what your competitors are paying for 
the type of help you want to secure. In 
many cases, you have sat down at your 
desk, made a list of titles common to 
your company and others, and then 
called up your friends, asking, “What 
are you paying your boilermaker, stenog- 
rapher, machinist, and others?” Just as 
fast as he calls off the rates, you write 
them down. You repeated that procedure 
with four, five, six, or ten companies. 
Then you listed the date, and said, “Well 
—boilermaker—77¢ an hour to $1.15 an 
hour—lI guess our 93¢ rate is all right” ; 
then you passed on to the next job. 

In the present, from 1940 to date, we 
have seen a trend towards a more system- 
atic approach to this problem. We find 
companies sending out abstracts of their 
job descriptions for certain key jobs, and 
requesting information from companies 
competing with them in the same labor 
market, based on differences between the 
content of that company’s key jobs and 
other companies’ key jobs. When the 
information has been received, we find 
companies applying approved statistical 
methods to the analysis of the data so 
secured. 

One of the biggest boosts to the ac- 
ceptance of more systematic wage sur- 
veys has been the insistence of the War 
Labor Board upon the use of tested wage 
brackets, and placing the burden of 
proof on the employer to show why his 
wages should be brought into line. There 
has been installed for the ungraded civil- 
ian personnel of the Army Service Forces 
a market rate survey procedure which af- 
fects well over one million unclassified 
civilian employees of the War Depart- 
ment. In all sections of the country vari- 
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ous Army establishments train people in 
making effective labor market surveys. 

In the future I am sure that we shall 
turn to a more exact determination of: 
rates of pay for jobs of equal content. 
We will find that our employee repre- 
sentatives will be more familiar with the 
method of making labor market surveys, 
and will throw up to us, as management, 
the results of their labor market surveys. 
If management hasn’t made equally .as 
good surveys, if not better, and hasn’t 
applied the same systematic approach to 
analysis of the data, it is going to be put 
on the spot, so far as collective bargain- 
ing and wages are concerned, when it 
comes to pricing the job comparison 
schedule. 

In the matter of labor market surveys, 
one more point: more and more com- 
panies have been making labor market 
surveys, with the result that we, for ex- 
ample, find ourselves participating in 
about five labor market surveys a month. 
That takes time, believe me. Every once 
in a while some of you gentlemen are 
bothered by a call from one of our repre- 
sentatives who says: ‘Look, we are mak- 
ing another one of these labor market 
surveys. How above giving me some 
dope?” You groan and say, ‘Here it goes 
again.” Nevertheless, you very kindly 
and cooperatively give us the informa- 
tion we seek. Sometime soon, however, 
we are going to reach a point at which 
companies just cannot participate in six 
or seven or eight or ten separate labor 
market surveys with as many different 
companies each month; so I think defi- 
nitely that it is well to start now to 
organize community market survey 
groups. Back before the war we organ- 
ized a group in Philadelphia, and it has 
worked out exceedingly well. I won't go 
into the details of how it works. The 
point is that it eliminates duplication in 
making labor market surveys. 

One more point in connection with 
the main objective of continuing wage 
and salary administration—keeping the 
program up to date. The principle that 
will be applied, and should be applied, 
in the administration of a systematic 
wage and salary program, is that of a de- 
centralized administration with central- 
ized control. By that I mean that some 
personnel experts who have been steal- 
ing things from the line operating man- 
agement during this war, must return to 
Caesar those things that are Caesar's. 
One of those things is the initiation of 
salary and wage changes for the em- 
ployees under the line operating man- 
agement. We have taken so many re- 
sponsibilities and authorities away from 
the line operating management in the 
past six years that we now find line super- 
visory forces throwing up their hands 
and saying, “I have no responsibility for 
anything that has to do with industrial 
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relations and personnel.” That is exactly 
the opposite of what should be taking 
place. A good personnel man will im- 
press on the line supervisor the fact that 
he is responsible for sound and appro- 
priate industrial relations, and that the 
personnel administration department’s 
function is to guide, to aid, to counsel, to 
advise and to do research, so that the 
production manager may be adequately 
aided in carrying out his own proper re- 
sponsibilities. Certainly this matter of 
wage administration is basically a line 
operating management responsibility. By 
that, I mean, the initiation of rate 
changes, the initiation of requests for 
restudy of jobs, the recognition of the 
fact that job content has changed and the 
recognition of individual proficiency 
should all come from the line operating 
management—the immediate supervisor 
of the individual concerned. That is de- 
centralized administration. I think we 
need to add something that has not ex- 
isted too frequently in the past—that is, 
centralized control. All these recom- 
mendations and requests initiated down 
the line should pass through some cen- 
tral control group, so that similar meth- 
ods and policies and application of those 
methods and policies can be made in or- 
der to eliminate the effect of differences 
in individual supervisory approaches to 
the solution of the problems. 

This centralized group should be 
made up largely of the top superiors of 
the line operating management, aided 
and advised by competent technicians in 
wage and personnel administration. I 
am afraid that we people in staff capaci- 
ties are too prone to take away duties 
and responsibilities that appropriately 
belong to the line operating manage 
ment by process of faulty rationalization. 
We think like a New Deal Economist. 
A New Deal Economist has been defined 
as an individual who can draw a straight 
line of reasoning from an unwarranted 
assumption to a preconceived conclu- 
sion. 


ORDERLY WAGE ADMINISTRATION 
Is A ““Mustv’”’ 


So, in conclusion, I should like to 
point out and impress upon you that 
systematic and orderly wage administra- 
tion after the war is a “Management 
Must.” Management must know, rather 
than guess, the facts and factors in con- 
nection with employee remuneration. 
We must have, and must provide our- 
selves with, a defense against attacks on 
the wage and salary administration sys- 
tems that we have in effect now. Because 
this is a management must, we must 
realize that the problem should be sin- 
cerely and systematically handled. 

The problems and solution should be 
based on knowledge of basic principles 
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involved. The methods of solution must 
be acceptable to labor, and I use labor in 
the economic sense, as being acceptable 
to all of those who work for hire, to all 
of those whose salaries have to be deter- 
mined, to organized and unorganized la- 
bor, ditchdiggers, manual workers, 
maintenance workers, executives, pro- 
fessional people, and administrators. 
Last, but not least, the installation and 
maintenance program should be guided 
and directed by experienced and well- 
trained technicians. Let me say this as 
final—there is no ‘royal road to romance” 
in setting up a salary and wage admin- 
istration program. There is no individ- 
ual, expert or inexpert, who can come 
into your organization, and in the mid- 
dle of a 3’ x 5’ square of floor space set 
up a machine into which will be put a 
job specification which will come out a 
salary rate. There is no cheap way of 
doing a sound salary and wage admin- 
istration job. Please don’t take a bright 
young fellow just out of college, ore 
you would like to have learned the busi- 
ness, and put him to work on the job 
evaluation and analysis job. Don’t take 
the half-witted nephew of the General 


Manager and assign him the job, be- 
cause nobody else will take him. Please 
don’t hire for yourself just any alleged 
expert in the matter of salary and wage 
administration from outside. There are 
plenty of competent experts. There are 
more than plenty of incompetent ex- 
perts. The way to find out whether a 
man who claims to be an expert is an 
expert is to find out how many success- 
ful installations he has made. 

If you decide to go in for a program, 
and decide not to have someone from 
outside, and if you have no one on 
the inside specifically experienced and 
trained, please give the individual you 
select to do the job an opportunity to 
study and determine the basic principles 
involved. Give him an opportunity to 
find out what other companies have 
done, and to evaluate their methods in 
the light of your specific needs. When 
you have given him the opportunity to 
do that, give him every ounce of top 
management cooperation and top man- 
agement backing he can get, and you 
will have a successful program. You will 
not be polishing the brass on the sinking 
ship of your labor relations. 


Progress in Corporate Reports 
Is Noted by Paton 


“Modern Reports to Stockholders” were dis- 
cussed by Professor W. A. Paton, of the 
University of Michigan, at the 13th Annual 
Meeting of the Controllers Institute of 
America, held recently in Chicago. 

“Effective reporting,’ Professor Paton said, 
“has been most fully developed in the indus- 
trial field, where classifications of accounts 
and forms of statements have not been pre- 
scribed but have been left in the hands of 
management and professional accountants. In 
this area considerable progress has been made 
in recent years in the direction of less tech- 
nical, more understandable, more informative 
reports. 

“The form and purposes of the income state- 
ment, and the underlying concepts involved in 
the measurement of periodic net income, have 
been receiving special attention on the part of 
the accounting profession. Among controver- 
sial phases of this subject are the significance 
of the concept of the normal or average year 
and the related question as to how far it is 
feasible to distinguish the results of man- 
agerial effort from effects of factors outside 
management’s control. 

“The interest in the so-called ‘last-in, first- 
out’ theory and procedure reflects the interest 
in these controversial matters. This theory is 
an imperfect tool in this connection and may 
result in obscuring the effect of significant 
business fluctuations, particularly in some 
fields, Another possible approach to the prob- 
lem of placing the income ‘showing of the par- 
ticular year in proper perspective is found in 
extension of the use of average and cumulative 
statements in association with the statement 
of the single year. In an important sense the 
‘normal’ year is simply a mirage, and the re- 
sults of management effort are inextricably 
fused with the effects of external factors. 

“The complete application of the accrual 
system of accounting for income under present- 
day conditions has brought special problems. 
Important examples are found in accounting 


for cost-plus-fixed-fee contracts, renegotiation, 
termination settlements, postwar reserves, and 
various phases of the handling of income and 
profit taxes. 

“There has been an increasing tendency, for 
which there is much to be said, to substitute 
for functional classification of costs in the in- 
come statement, a simple classification in 
terms of major kinds of expenditures, such 
as wages, materials, and taxes. 

“A very significant and commendable de- 
velopment is found in the growing recogni- 
tion of the fact that in their basic relation to 
the flow of revenue all classes of costs, in- 
cluding taxes and so-called ‘losses,’ are es- 
sentially homogeneous. This is reflected in the 
tendency, in the general income statement, to 
avoid the showing of intermediate net bal- 
ances. Such balances as so-called ‘gross profit,’ 
‘net profit before depreciation,’ ‘net profit be- 
fore taxes’ are likely to be more misleading 
than helpful, to management as well as to 
investors and other interested groups. There 
can be no true ‘net’ until all charges prior to 
the amount earned on capital investment are 
determined. 

“Particularly in these times, with revenues 
on an artificial basis in many cases, and taxes, 
together with renegotiation charges, repre- 
senting a means of routing a large slice of 
gross receipts back to the U. S. Treasury, 15 
the showing of ‘net before taxes’ a vety 
questionable procedure. Industrial companies 
will do well to adopt the practice long fol- 
lowed in the utility field, of treating all taxes 
as charges against total revenue, in the same 
general category as operating expenses and 
losses.” 


The full text of Professor Paton’s address 
appears in “Current Considerations for Con- 
trollers,” published at 50 cents per copy by 
The Controllers Institute of America, One 
East Forty-Second Street, New York 17, N. Y 
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We are firmly convinced that the suc- 
cessful and expeditious handling of con- 
tract readjustments is largely dependent 
upon thorough scheduling and constant 
follow-up. Consequently, we have organ- 
ized with a view to providing those activ- 
ities to the same extent provided in man- 
ufacturing our product. After all is said 
and done, contract readjustment is a sep- 
arate phase of business; the sub-assembly 
being satisfactorily negotiated, settlements 
with sub-contractors which must finally 
be combined with our own charges to ar- 
rive at the final product in the form of a 
final settlement proposal. The test of the 
finished product is the final settlement 
with the customer and the quality of the 
product might be said to be judged by 
adjustments necessary, and the ease and 
speed of negotiation. 

After due consideration of the prob- 
lem, our management decided on the fol- 
lowing basic delegations of responsibil- 
ity: 

The General Controller is responsible for 
the satisfactory termination of all customer and 
vendor contracts. Wéith the advice of a Ter- 
mination Committee he formulates and carries 
out the company’s contract termination pro- 
gram. In the conduct of these activities he re- 
ceives assistance from the several General Of- 
fice and Plant Departments within the scope of 
their normal activities. 

The General Office Order and Contract De- 
partment is responsible for notifying the Gen- 
eral Controller and affected departments of re- 
ceipt of terminations and for amending con- 
tracts upon completion of negotiations. 

The General Office Purchasing Department 
is responsible for notifying vendors of cancel- 
lations resulting from terminations and for 
submitting to the General Controller informa- 
tion necessary to the initiation of claims and 
the conduct of negotiations with affected ven- 
dors by the General Controller's Department. 
_ The Plant Managers are responsible for see- 
ing that contract termination activities within 
their respective organizations are carried out 
by the affected departments in accordance with 
the program specified by the General Control- 
ler. In each Plant the Plant Controller's De- 
partment functions as the responsible depart- 
ment, receiving assistance from other affected 
Plant Departments in the same manner as the 
General Controller receives assistance from the 
other General Office Departments. The data 
prepared in the Plant Controller's Department 
1s submitted to the General Controller for dis- 
position. 


Based upon the foregoing delegations 
an operating organization was established 
as shown in the operating chart repro- 
duced with this article. 

It should be noted that we have taken 
advantage of the special knowledge of 
each of our departments in producing and 
assembling our settlement proposals. 





A Program for Processing 
erminations 


By N. W. Kurz 


Now, let us see how they function and 
coordinate in actual operation. In order 
to do so, we will assume that a telegram 
is received in the Order & Contract De- 
partment as follows: 


EFFECTIVE IMMEDIATELY THE GOVT. HEREWITH 
PARTIALLY TERMINATES FOR CONVENIENCE 
CONTRACT NO. 4321 BY CANCELLING FROM EX- 
HIBIT 1 QUANTITY 5000 UNITS OF ITEM 1 
PART NO. 1; QUANTITY 5000 UNITS OF ITEM 2 
PART NO. 2; QUANTITY 5000 UNITS OF ITEM 3 
PART NO. 3; QUANTITY 5000 UNITS OF ITEM 4 
PART NO. 4; QUANTITY 5000 UNITS OF ITEM 
5 PART NO. 5; QUANTITY 5000 UNITS OF ITEM 
6 PART NO. 6; QUANTITY 5000 UNITS OF ITEM 
7 PART NO. 7, EFFECTIVE AGAINST OPEN DES- 
TINATIONS PROPORTIONATE TO EXISTING ALLO- 
CATIONS. YOU ARE DIRECTED TO DISCONTINUE 
ALL WORK AND MAKING OF ALL COMMIT- 
MENTS WITH RESPECT TO SUCH TERMINATED 
PORTION AND ADVISE ALL SUBCONTRACTORS 
AND SUPPLIERS TO DO LIKEWISE. THIS NOTICE 
IS NOT APPLICABLE TO THE ITEMS PREVIOUSLY 
SHIPPED. NO SHIPMENT OF THE ITEMS CAN- 
CELLED SHALL BE MADE AFTER RECEIPT OF 
THIS NOTICE. YOU ARE AUTHORIZED TO DI- 
VERT TO OTHER WAR PRODUCTION ANY EX- 
CESS MATERIALS, EQUIPMENT OR SUPPLIES FOR 
WHICH NO CHARGE WILL BE MADE IN YOUR 
TERMINATION CLAIM, AND TO AUTHORIZE 
YOUR SUBCONTRACTORS SIMILARLY. YOU ARE 
REQUESTED TO NOTIFY THE WORKERS AF- 
FECTED AND THEIR UNION REPRESENTATIVES, 
IF ANY, OF THIS TERMINATION AND THE REA- 
SONS THEREFORE INSOFAR AS YOU HAVE BEEN 
INFORMED. FURTHER, YOU ARE REQUESTED TO 
COOPERATE WITH THE WMC IN DETERMINING 
THE WORKERS TO BE RELEASED, IF ANY, AND 
IN PLACING THEM ELSEWHERE. WORKERS 
ABOUT TO BE RELEASED SHOULD BE NOTIFIED 
OF THEIR PENDING SEPARATION AND OF THE 
ASSISTANCE THE WMC CAN PROVIDE IN OB- 
TAINING OTHER EMPLOYMENT. FURTHER, YOU 
ARE REQUESTED TO NOTIFY YOUR SUBCON- 
TRACTORS AND SUPPLIERS OF THE REASON FOR 
THIS TERMINATION AND FURNISH THE WMC 
WITH THE NAMES OF SUCH SUBCONTRACTORS 
AND SUPPLIERS THAT WILL BE SUBSTANTIALLY 
AFFECTED BY THIS TERMINATION. THE REASON 
FOR THIS TERMINATION IS SUFFICIENT QUAN- 
TITY IN STOCK TO MEET REQUIREMENTS. 


The Contract Readjustment Division 
takes immediate steps to inform the af- 
fected group by requesting the initiation 
of a supplement to the sales order par- 
tially terminated. Since our example in- 
volves only spares, the supplement will 





originate in the spare parts division of 
Order & Contract Department, but must 
return to the Contract Readjustment Divi- 
sion for audit before distribution in order 
to be certain that it contains all necessary 
pertinent information. The minimum in- 
formation which must be included is: 


Customer's designation or Docket Number 

Our Register Number 

Identification of authority for termination 

Date of Receipt of authority for termination 

Detail description of items cancelled, priced 
and extended at sales value 

Instructions to follow prescribed termination 
procedure 

In addition to seeing that the supple- 
ment contains the foregoing, it is also the 
responsibility of Contract Readjustment 
Division to follow-up the Spare Parts 
Division and see that the supplement is 
made up as promptly as possible. 

When the sales order supplement is 
distributed, the Production Control De- 
partment in the plant concerned receives 
a copy which is immediately routed to its 
termination inventory control division. It 
is their responsibility to determine the 
parts on hand or on order in excess of 
requirements as a result of the termina- 
tion. Let us assume that their determina- 
tion is as follows: 


Part No.1. 5000 units in process—all others 
completed for full requirements. 

Part No.2. All in finished stores for full re- 
quirements. 

Part No. 3. Shop Order about to be issued for 
5000 units. All others in finished 
stores for full requirements. 

Part No.4. All requirements covered with 

Vendor A. 

. All requirements covered but one- 
half with Vendor B and one-half 
with Vendor C. 

Part No.6. All requirements covered with 

Vendor D but Purchase Order for 
5000 units issued last week. 

Part No.7. Requirements covered with ven- 
dors except 5000 units for which 
purchase order was requested yes- 
terday. 


Part No. 


Ma 


A cancellation report will be issued to 
the Plant Controllers and General Con- 
trollers’ Termination Division showing 





thorough study. 





TRIED AND FOUND WORTHY 


The contract termination program outlined in these pages by Mr. Kurz, de- 
scribes the operations which have been developed by the Wright Aeronautical 
Corporation of Paterson, New Jersey, of which Mr. Kurz is assistant general 
controller. Both the article and the chart depicting the operating relationships 
between organization groups, which is included with the article, reflect long and 
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the following action taken as a result of 
the determination: 


Part No.1. A stop order issued to the factory 
and the 5000 units removed from 
work and transferred to the termi- 
nation storeroom. 

5000 units transferred from fin- 
ished stores to the termination 
Storeroom. 

The shop order about to be re- 
leased to the factory to manufacture 
5000 units is cancelled. 

Request Purchasing Department to 
cancel 5000 units. 

Request Purchasing Department to 
cancel 5000 units. 

Request Purchasing Department to 
cancel 5000 units. 

Request Purchasing Department to 
cancel 5000 units. 


Part No. 2. 
Part No. 3. 


Part No. 4. 
Part No. 5. 
Part No. 6. 
Part No. 7. 


The inventory of the excess parts re- 
ported transferred to Termination Stores 
is priced by the Plant Controllers’ Termi- 
nation Division. 

After pricing, the Plant Controller's 
Termination Division types a pre-printed 
Duplimat of the prescribed inventory 
forms including the required certificate. 
From these Duplimats are then printed 
the copies required by the General Con- 
tract Termination Division in assembling 
the settlement proposal for presentation 
to the customer. 


Staff Assistants 





Legal Liaison 

General Review 

Practice & Procedure 
Coordination 


The Vendor Cancellation Division of 
the Purchasing Department after receiv- 
ing the buyer’s. recommendation will take 
the following action: 


Telegraph Vendor A to cancel 5000 units of 
Part 4 on last Purchase Order. 

Telegraph Vendor B and Vendor C to each 
cancel 2500 units of Part 5 on last Pur- 
chase Order. (Apparently both vendors 
are required to maintain currently schea- 
uled requirements. This is why buyer 
must be consulted.) 

Telegraph Vendor D to cancel 5000 units of 
Part 6 on last Purchase Order. 


Return requisition for 5000 units of 
Part 7 to Production Control since no 
purchase order had as yet been issued. 
Telegrams are followed within 48 hours 
by mailed notice of termination and in- 
structions relative to action to be taken 
by vendor and requirements in the pres- 
entation of charges. 

Copies of the aforementioned telegrams 
are furnished to the General Contract 
Termination Division where they are im- 
mediately assigned to negotiators. They 
have the responsibility for follow-up in 
accordance with a predetermined schedule 
until the purchase order cancellation is 
closed by either a release if the cancel- 
lation is accomplished at no cost or a 





Contract Terminations Operations 


Assistant General Controller 








The Controller, February, 1945 


settlement agreement if charges are in- 
volved. 

In the example previously used it is 
probable that charges will be involved in 
settling with Vendors A, B and C, while 
the cancellation with Vendor D may be 
accomplished at no cost. 

As the claims are received they will be 
reviewed by the negotiators who will de- 
cide whether they may be approved as 
presented, require a field accounting te- 
view, or must be negotiated with the ven- 
dor. Of course, if the charges are in ex- 
cess of the amount we have been author- 
ized to settle, they must be referred to 
the Termination Contracting Officer for 
approval before final payment is made. 

As the settlements with vendors are 
completed, the approved and paid pro- 
posals are assembled with the copies of 
our inventories relative to the prime con- 
tract proposal to which they refer. When 
they are all assembled, the total is in- 
cluded in our final settlement proposal 
together with our own inventories. Ad- 
ministrative expense, settlement expenses, 
profit, disposal credits, etc., are added and 
the final settlement proposal is ready for 
review, signatures and presentation to the 
customer. 

(Please turn to page 84) 
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Purposes and Advantages of 


Sound Organization Structure 


The need of a sound organization struc- 
ture, or what may be termed a clearly 
defined allocation of duties amongst the 
workers of an enterprise or association 
becomes increasingly evident as the col- 
lective group increases in size and its 
activities expand. A small retail store 
operated by a husband and wife has no 
complex organization problem because 
the owner performs all of the functions 
essential to the operation of the business 
and there is no specialization of labor in 
the various functions into which the busi- 
ness can be subdivided such as: buying, 
receiving, stocking, selling, delivering, 
bookkeeping, and such. On the other 
hand, a large department store presents 
the imperative need for a sound organi- 
zation set-up, and one may readily say the 
success of the larger enterprise will be di- 
rectly proportional to the scientific allo- 
cation of functions and the selection of 
the proper individuals to direct those 
functions. A business organization can be 
likened to a machine because all parts 
must be free flowiitg to achieve the maxi- 
mum efficiency. 

We are here primarily interested in the 
importance of the proper corporate or- 
ganization structure and its effect upon our 
individual companies and, indirectly, 
upon our individual jobs. I shall there- 
fore endeavor to summarize briefly the 
basic or fundamental concepts of manage- 
ment which must be considered in the as- 
signment of duties and functions in a 
business enterprise. 

If these factors are fundamentally 
sound for the organization as a whole, 
they should also be the basis for obtain- 
ing the maximum performance from each 
subdivision of the business, such as the 
controller's department, the production 
department, and the rest. 

The aim of a business enterprise should 
be to earn an annual net profit for the 
owners or stockholders consistent with 
giving the maximum value to the consum- 
ing public and providing steady work and 
incentives for the employees at the high- 
est possible rates of pay and under the 
best conditions of employment, and si- 
multaneously retain a sound financial 
position for the enterpise. In order to ac- 
complish this end, the business must have 
the right organization setup because no 
business is better than the men - and 
women who compose it, and even the 
most capable individuals in order to do 
their best work must be assigned to the 
tasks for which they are best suited. A 
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properly set up organization, therefore, 
seeks to accomplish: 


1. A clear and definite assignment of 
managerial duties to each key execu- 
tive and supervisory executive through- 
out the organization and the maximum 
Specialization in managerial abilities 
resulting from this assignment of du- 
ties. 

2. The preservation of a sound financial 
position capable of withstanding the 
unexpected economic squalls which oc- 
cur from time to time. 

3. The introduction of clear lines of au- 
thority and responsibility for each ex- 
ecutive so the two are co-existent, 
parallel and co-terminus. 

4. The assignment of responsibility for 
the creation and execution of manage- 
ment policies. It is highly desirable to 
have well defined policies. 

5. The establishment of procedures of 
all kinds for proper coordination be- 
tween different functions and depart- 
ments of the business. 

6. The establishment of control agencies 
for sections of the business. 

7. Measurement of performance of exec- 
utives throtigh records of production 
costs, operating expenses, sales vol- 
ume, gross profits, etc. A centralized 
responsibility for separate functions 
makes such measurement a valuable 
top management tool. 


8. The establishment of clearly defined 
programs or plans of operation with 
dissemination of all pertinent infor- 
mation among key executives so there 
can be no alibis or excuses for mis- 
takes. 


ORGANIZATION CHARTS 


The organization set-up is never static, 
but constantly changing. It, therefore, 
behooves management to diagram as far 
as possible the relationships between the 
different functions and departments. Such 


blue printing is called charting the or- 
ganization. 

An organization chart serves many pur- 
poses, most important of which are: 


(1) To disclose deficiencies in the or- 
ganization structure, both in personnel 
and overlapping responsibilities, so that 
they can be corrected and clearly defined. 

(2) To increase the understanding of 
the individual employee of his place in 
the organization and of the operation 
of the organization as the whole. 

(3) To help in planning—in adapting 
the organization to changing conditions. 


In charting the organization there are 
many methods of approach and each 
executive consulted would probably 
reach a slightly different conclusion in 
connection with the assignment of re- 
sponsibilities for functions which might 
be properly classified in one of several 
ways. 

The value of charting, however, is that 
management actually does review the fac- 
tors entering into a sound organization 
structure. If the management is willing 
to face this problem currently and deal 
with it intelligently, the business is bound 
to benefit. A dynamic and well conducted 
organization is likely to be a successful 
one. 

The preparation of an organization 
chart is usually made under the direction 
of the president or executive vice-presi- 
dent with most of the analytical study of 
responsibilities and procedure falling upon 
the controller's department. In case of 
charting the factory organization, the 
work may be done by the staff of the 
production manager or by the personnel 
department if it is equipped to do so. A 
well formulated organization chart will, 
however, be the product of the entire 
executive staff which must agree to the 
final conclusions reached if the maximum 
benefits are to be obtained. It neverthe- 
less does seem sound to suggest that it is 
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ORGANIZATION COUNTS 


There can be too much as well as too little organization of duties 
| and responsibilities within a corporation, a point Mr. Oyaas brings out 
in this paper which he presented at the November 9, 1944 meeting 
of the Quad-Cities Control. Mr. Oyaas is treasurer of the Curtis Com- 
panies, Inc. of Clinton, lowa, and is a member of the Controllers In- 
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a responsibility of the controller to help 
initiate and perpetuate the periodic study 
and analysis of the organization structure. 


OPERATING COMMITTEES 


This matter of organization structure 
has many other important ramifications, 
each of which is a study by itself. Busi- 
ness leaders are quite well agreed that 
a soundly managed business not only must 
have clearly defined responsibilities for 
its executives, but must make provision 
for dissemination of information among 
the key executives. This can be done in 
several ways, but one of the most suc- 
cessful is the formation of operating com- 
mittees which link together several dif- 
ferent executives, each of whom has a 
direct interest in some phase of the prob- 
lem and can contribute to its solution. 


ORGANIZATION MANUALS 


Some companies find it highly profit- 
able to maintain organization manuals 
clearly defining the duties and respon- 
sibilities of all key positions. Such a man- 
ual is especially valuable in large organi- 
zations operating several different plants 
or manufacturing two or more divergent 
lines of products and which therefore have 
to provide not only for a live organiza- 
tion charged with the manufacture and 
distribution of the several products of 
the company, but also for staff or tech- 
nical advisors which may serve two or 
more operating departments. A manual 
of this nature is also valuable in acquaint- 
ing new executives with the various inter- 
departmental relationships and lines of 
authority. Any person commencing an 
executive position in a new company has 
experienced the mental confusion and un- 
certainty of adjusting himself to the estab- 
lished practices and peculiarities of going 
business. An up to date organization chart 
and manual would serve ideally in such a 
case. 

Other matters which can properly be 
set out in a manual of this nature are: A 
clear enunciation of company policy re- 
garding job evaluation for both office and 
factory and the company wage and salary 
program so that the executives will know 
what inducements can be offered to sub- 
ordinates and at the same time maintain 
the proper balance in wage and salary 
rates between different departments giv- 
ing proper consideration to training, ap- 
plications, skill, judgment, and other fac- 
tors which must be weighed in such cases. 

It also frequently happens that an offi- 
cer in charge of one major function of 
the business is vitally concerned about 
the proper performance of a department 
or an individual under the supervision of 
another coordinate functional officer. For 
instance, the officer in charge of grain 
buying of a large milling concern has a 
vital interest in the functioning of the 
traffic department. Likewise, the officer in 
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Institute’s Spring Conferences 
Cancelled by Directors 


In line with the request of federal au- 
thorities that all general conferences and 
meetings, involving an attendance of 
more than 50 people, be cancelled, the 
Board of Directors of the Controllers 
Institute of America unanimously voted 
at its meeting on January 26, 1945, in 
New York, that plans then being con- 
sidered for an Eastern Spring Confer- 
ence to be held in New York on March 
18-19, be abandoned. 

This action likewise affected the plans 
for the Annual Mid-Western Confer- 
ence of Controllers which was sched- 
uled to be held, under the auspices of 
the Detroit Control of The Institute, in 
Detroit on May 13-15. 

The decision regarding the 14th An- 
nual Meeting of The Institute, scheduled 
for September 23-26, 1945 in Chicago, 
was held in abeyance pending future de- 
velopments in the war situation. 











charge of sales has a similar interest in 
the service of the traffic department. Fur- 
thermore, due to the nature of the traffic 
problem, it may be advisable to assign 
the responsibility for trafic to the officer 
in charge of records and finance. It, there- 
fore, follows that while the organization 
line of authority places the traffic man- 
ager under the finance and records officer, 
there should likewise be an indirect or staff 
authority from the officers in charge of 
grain and sales to the traffic department. 
In order that this multiple interest is 
properly preserved, the policy should be 
established that no changes in rates of 
pay for the traffic head would be made 
without the joint approval of all three 
functional officers, viz: the finance and 
records officer, the officer in charge of 
grain, and the officer in charge of sales. 

There is one further comment which 
is always pertinent to a discussion of or- 
ganization structure and that is the ad- 
vantage of a clear enunciation of company 
policies in writing to serve as a guide to 
the executive staff in dealing with the 
countless problems which arise. A decla- 
ration of company policies will be a time 
saver for the executive and invariably 
improves customer, employee and public 
relations through a consistent program for 
the entire organization. Whenever new 
policies are decided upon, or old ones 
altered, an executive policy bulletin should 
be issued, signed by the president or ex- 
ecutive vice-president, or other desig- 
nated officer, and forwarded to each ex- 
ecutive or sub-executive concerned. There 
is no reason why a clear enunciation of 
basic policies with customers, sources of 
supply, employees, and the like, should 
cause regimentation or do away with the 
personal equation between management 
and customer or employee in deserving 
cases. As a matter of fact, it should per- 
mit management to capitalize upon the 
personal element in special cases. 

Now, turning to organization of the 


controllers’ department, the assignment of 
duties and organization line of authority 
will depend largely upon the size of the 
company and the division of administra- 
tive functions as provided by the estab- 
lished custom of the business or the by- 
laws of the corporation. 

The controller customarily is respon- 
sible for the following; office manage. 
ment; general accounting, including ac- 
counts payable, handling of disburse. 
ments, general books, financial state. 
ments; cost accounting; handling of pay- 
rolls; property and plant ledgers; statis. 
tics; insurance and fidelity bonds; invoic- 
ing; traffic; credits and collections; ac- 
counts receivable; budgets and expense 
control; income and property taxes; su- 
pervision of service departments (accom- 
panies office manager's functions) ; cus- 
tody of corporation securities, cash; study 
of methods, procedure, of clerical em- 
ployees; auditing of branch offices and 
subsidiary companies (if any). 

In some companies these functions are 
divided with the treasurer, who is respon- 
sible for the functions pertaining to 
finances, such as custody of corporate se- 
curities, handling of bank accounts, cred- 
its and collections, budgets and expense 
controls and insurance, while the control- 
ler has charge of all record keeping, office 
management, auditing, methods, etc. 

The organization structure within the 
controller’s department will, of course, 
depend upon the size of the company. In 
the larger companies the controller will 
set up clearly defined responsibilities for 
sub-executives, such as (A) office man- 
ager, (B) chief accountant, (C) head 
cost accountant, (D) credit manager, (E) 
traffic manager, (F) income tax specialist, 
(G) budget department head, and others. 

Business leaders recognize that one ma- 
jor executive should not have more than 
four to six executives reporting directly 
to him. It, therefore, follows that in a 
large organization the controller would 
probably assign the direct executive super- 
vision for certain departments such as gen- 
eral accounting, invoicing, cost account- 
ing, to the office manager who would 
serve pretty much in the capacity as as- 
sistant controller. 


Veteran Problems Studied 


The heads of the medical departments of the 
principal steel companies have been organized, 
the New York Times recently reported, as a 
special committee of the American Iron and 
Steel Institute to aid in solving the problems of 
reorienting former steel workers who return 
from military service, the trade organization 
announced recently. More than one out of 
every twenty steel men who entered military 
service already has returned to his former com- 
pany, it was found, and thus far their re-em- 
ployment and reconditioning have been ac- 
complished with little difficulty. A pooling of 
the plans for rehabilitating veterans adopted 
by the various companies may result in specific 
recommendations for the industry as a whole, 
it was said. The committee on industrial health 
also will cover the broad field of health in the 
steel industry. 
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Inventory Controls in Anticipation 


of Postwar Conditions 


How we shall control our inventories 
to meet postwar conditions is a question 
to which there can be no one categorical 
answer. It is a problem as broad as in- 
dustry itself and not only requires con- 
sideration of the specific manufacturing 
or merchandising problem, but is directly 
affected, among other things, by. probable 
government action, the future course of 
company operations, changes in fashion, 
changes in the habits of the people, de- 
velopments in transportation, and politi- 
cal conditions outside the borders of our 
own country. 

The importance of inventories in the 
balance sheet, particularly of a war con- 
tractor, can hardly be overestimated. It 
happens frequently that inventories of 
raw materials financed almost entirely by 
government guaranteed loans may be ten, 
twenty or one hundred times the total 
prewar working capital. The management 
of an item of this size financed in this 
way is one which is worth the most care- 
ful thought of the most capable execu- 
tive. It is literally true that inventory man- 
agement has already been the determining 
factor in maintaining the solvency of 
many war contractors where contracts have 
been terminated or cut back with or with- 
out replacement by other government con- 
tracts. In the future when terminations 
and cutbacks will be more.frequent and 
larger, the seriousness and difficulties of 
the situation will be enormously increased. 

The accompanying chart is intended to 
show some typical inventory situations in 
a manufacturing company. These probably 
suggest, in principle, most of the impor- 
tant problems. They do not attempt to ex- 
haust the possibilities. There are, however, 
certain general problems and questions, 
which cut through all industry and trade, 
and certain general classifications into 
which most inventories fall. There are no 
useful general maxims, however, which 
will apply to all situations. 

Each inventory situation should be 
studied as a separate problem or combina- 
tion of problems. Once we have a clear 
idea of what the situation is, the solu- 
tion will generally suggest itself. It will, 
therefore, be much more useful to stress 
the nature of the situation rather than 
the way in which it can be remedied. If, 
for instance, we show a situation which 
will lead to unbalanced inventories, there 
iS no reason to go to great lengths in 
stating that the excesses which cause the 
unbalance should be eliminated. 

Broadly speaking, all inventories may 
be divided at the present time into two 
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groups: those having to do with war con- 
tracts and those having to do with civilian 
business. What we are most interested in 
in war contract inventories is not value, 
but the possibility of recovery. While re- 
negotiation and forward pricing have, 
for the most part, effectively eliminated 
excessive profits, the general attitude of 
the armed services is that a war contrac- 
tor should have a fair profit, sufficient 
for him to remain in production if he is 
capable of producing what is required. 


CRITERION Is Cost 


Cost rather than competitive price is 
the criterion. As a general rule we may, 
therefore, say that any inventory which 
is demonstrably purchased or produced 
to carry out an existing contract is re- 
coverable from the government at not less 
than cost, either as part of a finished 
product or on a termination claim. Inven- 
tories attributable to war contracts may, 
therefore, properly be carrried at cost 
regardless of market value because, as 
has been brought out frequently in dis- 
cussions of the termination problem, such 
inventories have many of the characteris- 
tics of an account receivable from the gov- 
ernment. This, however, applies only to 
inventories which are demonstrably attrib- 
utable to a war contract. 

Contracting officers settling a termina- 
tion claim will not permit material to be 
included in a claim in excess of an amount 
reasonably necessary to complete the con- 
tract. The first consideration, therefore, 
in inventories used or acquired for pur- 
poses of war contracts is to determine 
the extent, if any, of the excess of any 
material on hand over requirements for 
existing contracts in force or terminated. 
The fact that an advantageous purchase 
was made in anticipation of a renewal or 
an extension of a contract will not, as a 
tule, protect the contractor, in the event 
of termination. Such a purchase, beyond 
the requirements of government con- 
tracts, is a speculative transaction into 


\ 


which the contractor entered at his period 
and under no government compulsion. If 
he had had to pay somewhat more per 
unit for the smaller quantity required for 
the government contract, he would, in one 
way or another, have been reimbursed for 
his cost. 

As a general rule, material bought spe- 
cifically for war contracts in excess of an 
amount attributable to such contracts 
should be carried at scrap or salvage 
value. With some materials, such as steel 
or copper bars or brass or stainless steel 
sheets, this problem is not serious. The 
material can be as well used on one con- 
tract as on another and could be disposed 
of in the open market if necessary. If 
material is clearly useful on more than 
one contract and if the total of such 
material is not in excess of the total rea- 
sonable requirements for those contracts, 
it should be carried at cost as this will 
eventually be realized by the contractor. 
If, however, raw material purchased for 
a war contract is in excess of the war 
contract requirements, it should be car- 
ried at scrap or salvage value and, under 
sound business principles, it should be 
disposed of as speedily as possible. 

Where we have special raw materials; 
for instance, particular alloys or particu- 
lar shapes of metal, somewhat the same 
considerations apply except that here we 
must be particularly careful in deciding 
on what material can be used on other 
contracts. If, for example, a certain 
standard part which sold for 25c each 
six months ago and now sells for 20c 
each was purchased for a specific contract 
and the amount was excessive, it is doubt- 
ful whether the use of the same part on 
a similar contract entered into at the pres- 
ent time would be allowed at more than 
the current price of 20c. Prices of raw 
material have not decreased, but decreases 
in prices on manufactured parts under 
the repricing policy and other forms of 
pressure from the armed services have 
been frequent. 

To sum up, we may say that raw ma- 











NOW IS THE TIME! 


Has your company witnessed a letdown in its inventory control standards dur- 
ing the war? Many firms have, Mr. Peloubet points out in this paper which he 
delivered at the December 19 meeting of the Boston Control, and it should be 
every management's concern to check its control methods now. Dividends will 
accrue from such action, indicates the author, who is a partner of Pogson, Pelou- 
bet & Co., certified public accountants, of New York. 
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terial purchased for war contracts has 
only two bases for valuation: cost if at- 
tributable to a contract; scrap or salvage 
value if not so attributable. War material 
which will not be used in the future 
should be disposed of as soon as possible. 

There are frequently special situations, 
particularly with subcontractors, which 
seem to make the rigid application of the 
principle of not buying in anticipation 
of future contracts impossible. An exam- 
ple is a contractor furnishing, say, a spe- 
cial packing material, to a number of 
prime contractors who order in compara- 
tively small amounts and for only a few 
weeks ahead. If we assume that the ma- 
terial is of such a nature that its manu- 
facture is impossible except in substantial 
quantities, we have a situation where the 
contractor is practically forced to purchase 
beyond his immediate contract require- 
ments. In cases of this sort it would seem 
wise for the contractor to endeavor to 
make some special arrangement with the 
armed services to protect him in the event 
of termination. If possible, some amount 
to be considerel as a reasonable forward 
supply of raw and finished product, re- 
gardless of specific contracts or purchase 
orders, should be agreed upon with the 
branches of the armed services interested. 
Such a situation is not uncommon and, 
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unless carefully managed, contains ele- 
ments of danger. 

About the same considerations as apply 
to raw materials apply to what might be 
termed semi-finished goods of general 
value or utility, which have advanced be- 
yond the stage of raw material; for ex- 
ample, metal or plastic tubing, partly fin- 
ished textiles, shaped or formed metals, 
and the like. In this inventory group even 
more care is required than in the raw ma- 
terials as the spread between scrap or sal- 
vage value and cost is greater. Material in 
process under war contracts directly at- 
tributable to specific contracts should be 
carried at cost. It should be clearly estab- 
lished that such cost is either within the 
cost contemplated in the contract proposal 
or is of such a nature that it may be claimed 
on termination. Where we have processed 
material which may be used on several war 
contracts, the situation is the same as with 
common items of raw material. Where we 
have items which are not only common be- 
tween war contracts, but which can also be 
used for civilian business, any excess over 
the amount attributable to war contracts 
should be valued at not more than a proper 
realizable value when applied to civilian 
business, and any excess over this amount 
should be written off as soon as it is dis- 
covered. 


While it is not unusual for the details of 
war contract business to be more complex 
and involved than those of civilian busi- 
ness, the principles of valuation and the 
decisions as to what should be kept or dis- 
posed of are much simpler than those by 
which civilian inventories are governed. 


CIVILIAN INVENTORIES 


Civilian inventory control is governed 
by two broad general factors: the future 
course of the business and the method of 
inventory valuation. It is unusual for en- 
tirely new products to be developed in 
civilian business during wartime. In gen- 
eral, the same products or types of prod- 
ucts are being made for civilian use either 
from customary raw materials or from sub- 
stitute materials. Planning for new prod- 
ucts to be sold after the war presents few 
present inventory control problems as it is 
generally impossible to build up any in- 
ventory of materials for the manufacture 
of new products. If this is possible in a 
few isolated cases, it is largely a speculative 
proposition and there are, so far as I know, 
no principles to control inventory held for 
speculative purposes except to make the 
best guesses possible on future production 
and sales. 


(Please turn to page 96) 


TYPICAL PRESENT DAY INVENTORY SITUATIONS 


WAR CONTRACTS 
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As this is to be a discussion of experience 
rating I feel that it would be well to con- 
sider briefly the various types of funds to 
which it is applicable before getting into 
the details of operation. There are, as you 
know, three general types of unemployment 
compensation funds in the several states. 
They are: : ; 

1, the “Pooled Fund,” in which the con- 
tributions are mingled and undivided. A 
completely pooled fund gives minimum in- 
centive to employers to regularize employ- 
ment but does provide a broader base for 
payments to eligible unemployed workers. 

2, the “Separate Reserve Accounts,” in 
which employer's contributions are separately 
kept, with benefits to former employees 
chargeable to former employers’ separate ac- 
counts. Such plan gives direct incentive to 
employers to stabilize employment by per- 
mitting a reduction in the contribution rate 
when a specified ratio to payroll is built up 
in the employer’s reserve account, but on the 
other hand, imposing additional charges when 
the reserve account falls below designated 
percentages. A hazard, possible under this 
system, is that an employer may be unable to 
replenish his account to pay all employers 
entitled to unemployment compensation. — 

3, the “Separate Reserve Accounts with 
Partial Pooling.” This is a combining fea- 
ture of both systems with a portion of the 
employer’s contribution going to a pooled 
account. The pool also receives interest 
earned. The pooled account serves to sat- 
isfy compensation claims if an individual re- 
serve account is exhausted before employees 
attached to it receive their full benefits. 
Pennsylvania has the “Pooled Fund.” __ 

The subject of experience or merit rating, 
permitted in state unemployment compensa- 
tion laws by Sections 909 and 910 of the 
Federal Social Security Act, received con- 
siderable attention from legislators and ad- 
ministrators in Pennsylvania before any ac- 
tion was taken. The question was consid- 
ered from every possible angle in a desire 
to get the best plan, keeping always in mind 
its far-reaching effects once it was put into 
operation. ; 

You know, of course, that under rating 
plans, differentials are applicable to the con- 
tribution rates payable by employers to State 
Unemployment Compensation Funds. The 
tate variations are based on the turnover of 
employment within the employer's business 
in a designated preceding period, with the 
employer having a low turnover paying a 
low contribution rate and the employer with 
a high turnover paying a high contribution 
rate, 

Experience rating in Pennsylvania came 
into being on May 26, 1943, at which time 
Governor Martin signed the bill now known 
as Act 283, amending the Pennsylvania Un- 
employment Compensation Law to provide 
for employer contribution rates on the basis 
of employment and payroll experience. 

Reduced rates did not become effective un- 
der this Act until January 1, 1944, but since 
such rates are based upon employers’ employ- 
ment and payroll experience for the last 
three calendar years, 1941-1942-1943, it was 
necessary for the Bureau of Unemployment 
& Employment Compensation to set up a 
special experience-rating account for each of 


Pennsylvania's Merit Rating 
Experience in 1944 


By Thomas J. Donaghy 


the 135,000 covered employers in Pennsy]- 
vania, and to make charges to these accounts 
for each of the 520,000 claimants who re- 
ceived benefits during these three years. 
Many of the records on which these charges 
were to be based had either been placed in 
storage or had been destroyed after having 
been microfilmed. Working from some 44 
million wage records in storage and from 3 
million claim records on micro-film was a 
slow task. 

That part of the law which provides for 
re-employment credit further complicated 
this process, as it made necessary the record- 
ing of such credits prior to the computation 
of 1944 rates. Another provision of the 
law which tended to make the job difficult 
was the requirement that rates for 1944 were 
to be based on employers’ experience for the 
calendar years 1941, 1942, and 1943, there 
being no lag between the close of the period 
used as a basis for rate determination and 
the effective date of the reduced rates. Since 
the reports for the fourth quarter of 1943 
were not due in Harrisburg until January 31, 
1944, and as these reports had to be consid- 
ered in the rate computations, the actual 
process of rate determination could not be 
undertaken until they were received. In a 
number of other states the unemployment 
compensation laws provide for time lags 
varying from three to six months between 
the end of the period used as a basis for rate 
determination and the date the rates become 
effective each year. 

Notwithstanding all these difficulties, to 
which were added the problems of obtaining 
equipment, and obtaining and training per- 
sonnel, rates for 1944 were mailed to all em- 
ployers in time for them to file their reports 
and to pay contributions due May 1 for the 
first quarter of 1944. 


“BENEFIT AND “BASE” YEARS 


In order to comprehend the significance of 
the experience-rating provisions of the law, 
it is necessary to have a clear concept of the 
terms “benefit year’ and ‘“‘base year.” 

Benefits are paid to a claimant, should he re- 
main unemployed, up to the maximum amount 
to which he is entitled during a 12-month 
period known as the “benefit year.” This 
period begins on June 1 each year and ends 
on May 31 of the following year. On June 
1 of each year, or as soon thereafter as 
benefits are claimed, the amount of benefits 





to which a claimant is entitled is determined, 
this amount being based upon his earnings 
during the calendar year preceding for benefit 
year in question. This preceding calendar 
year, used as a basis for determining the 
amount of benefits, is known as the “base 
year’; wages earned during this base year 
are known as “base-year wages.” 

At the time a claimant is first paid com- 
pensation during a benefit year, the amount of 
wages which he earned during his base year 
is set up as a charge against the account of 
the employer who paid such wages. At the 
end of each calendar year the charges thus 
made to an employer's account are totaled. 
This total represents the gross amount of 
charges against the employer’s account for 
the year. 

These gross charges may be reduced by 
“re-employment credits.” Such credit is al- 
lowed if the employer, against whom the 
charge was made, re-employed the claimant 
prior to the end of his benefit year, provided 
that the claimant did not draw more than 75 
per cent. of the total benefits to which he 
was entitled. The amount of credit is in in- 
verse relationship to the amount of benefits 
which the employee received during his base 
year, which was charged to the employer's 
account. For example, if the claimant drew 
25 per cent. of his total benefits, the em- 
ployer received 75 per cent. credit if he drew 
50 per cent., the employer receives 50 per- 
cent. credit; and if he drew 75 per cent., the 
employer receives 25 per cent. credit. The 
total amount of re-employment credits thus 
allowed is then deducted from.the gross 
charges for the year, whereupon, the result- 
ant figure represents the employer's net 
charges. 

After the net charges for an employer have 
thus been determined for each of the three 
years preceding the year for which a rate is 
to be determined, they are totaled. This to- 
tal is then divided by the total wages which 
the employer has paid to all of his em- 
ployees during the same period, the result- 
ing percentage representing what is known 
as the ‘‘employer’s experience factor.” 


“STATE EXPERIENCE FACTOR” 


The “‘state experience factor” is a percen- 
tage obtained by dividing the total amount 
of compensation paid during the last three 
completed calendar years by the total of all 
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EXPERIENCE RATING: PRO | 


A first-hand report on merit rating, following its initial year of operation in 
Pennsylvania, is contained in this article by Mr. Donaghy, which is based on the | 
address he presented before a joint luncheon meeting of the Buffalo Control of 
the Controllers Institute and the Buffalo Chamber of Commerce on January 12. 
Mr. Donaghy is head of the compensation division of the Department of Labor 
and Industry of Pennsylvania. _ His report at the Buffalo luncheon was preceded | 
by the observations of Mr. Floyd Chalfant, who is secretary of the Department of | 
Commerce, Commonwealth of Pennsylvania. Mr. Chalfant’s views are likewise | 
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benefit wages for such three years. This 
percentage is adjusted to the nearest multi- 
ple of one per cent. 

The state experience factor for Pennsyl- 
vania for 1944 was 9 per cent. Each em- 
ployer’s rate was determined by referring to 
the line in the table in the law relating to a 
state experience factor of 9 per cent., then 
following the line to the column having a 
percentage equal to or next in excess of the 
employer’s experience factor. 

In order that an employer may be eligible 
for consideration for a reduced rate, he 
must have paid contributions with respect to 
each quarter in the four calendar years im- 
mediately preceding the year to which the 
rate is to apply. For example, in order to 
be eligible for a reduced rate for the year 
1944 an employer must have paid contribu- 
tions for each quarter of the years 1940, 
1941, 1942, and 1943. The second eligibility 
requirement is that the employer must have 
paid all contributions and interest which 
have become due and payable under the Law. 
Unless an employer meets these two require- 
ments he is not considered for a reduced 
rate, regardless of his employment experi- 
ence. Having met these two requirements, 
the rate to which the employer is entitled 
will depend upon the extent to which the 
Bureau has paid compensation to his former 
employees. Such annual rate will be either 
1.0, 1.5, 2.0, 2.5, or 2.7 per cent. of the 
wages paid, and unless the fund available for 
the payment of benefits falls below a given 
level, this rate remains in effect for the cal- 
endar year for which it is established. 

During the month of April, before reports 
and contributions for the first quarter of 
1944 were due, all employers received notices 
of their contribution rates for the year 1944. 
If they were ineligible for a reduced rate, 
the reason for ineligibility was indicated on 
such notice. A statement was also furnished 
to each employer showing the charges made 
to his account for each of the years 1941, 
1942, and 1943, and, if he had applied for 
re-employment credit, the amount of such 
credit approved. Each such statement in- 
cludes a listing, by name and social security 
number, of his employees with respect to 
whom re-employment credit was allowed. 

An employer may, within 30 days from the 
time he is notified of his rate, make an ap- 
peal for redetermination. The department 
if it deems the reasons stated by the em- 
ployer insufficient may deny the appeal and 
reaffirm the original decision. The employer 
is promptly notified of this decision and has 
another 30 days to appeal it to the Courts. 
Pending the determination of the correct rate 
by the Courts the employer must pay at the 
rate determined by the Department. 

The employer experience-rating provisions 
of the Pennsylvania Law include a safety 
factor to protect the Fund and assure a bal- 
ance in the reserve adequate to meet the re- 
quired benefit payments, should period of 
heavy claim loads occur. To effect this, the 
contribution rate must be increased when 
the Fund is low and decreased when it is 
high. 

The necessary reserve in the Fund has been 
established at 8.1 per cent. of the covered 
wages of all employees during the calendar 
year preceeding the determination. 

From an 8.1 per cent. balance down to a 
6.5 per cent. balance, various increases must 
be applied to the contribution rate, and 
when the balance reaches 6.4 per cent. of the 
total wages of all covered employees for the 
calendar year preceeding the determination, 
the contribution rate of all employers will 
automatically have increased to the 2.7 per 
cent. maximum, regardless of any lower rate 
that computation for an individual employer 
may show. 

The Employer Experience Rating amend- 
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Business Views on Merit Rating 
By Floyd Chalfant 


Pennsylvania has had experience rating in 
unemployment compensation for only one 
year. But this has been enough to prove its 
merit. The law of unemployment compen- 
sation, which includes experience rating, is 
administered by the Department of Labor 
and Industry, with Mr. Donaghy as the head 
of the Division. My own Department is 
the Department of Commerce, which puts 
experience rating a little out of my latitude. 
But the Department of Commerce is inter- 
ested in that which will save industry money 
or that is good for industry. We know ex- 
perience rating saves industry money and 
that it is good for industry. 

In New York State you have a rate of 2.7 
per cent. Pennsylvania had the same rate 
until one year ago when new legislation pro- 
viding experience rating went into effect. 
The average 1944 rate for all employers in 
Pennsylvania, including those not eligible to 
receive any reduced rate, was 1.24 per cent., 
a reduction of 1.46 per cent. from the nor- 
mal rate of 2.7 per cent. 

Certainly if Governor Dewey’s proposal 
to take on experience rating in New York 
State carries, you are entitled to expect ap- 
proximately the same savings. 

Is this worth while? 

A maze of figures is available to prove a 
great many points. Mr. Donaghy can ex- 
plain them and tell you the technics of ex- 
perience rating. But let me quote a few. 
Pennsylvania’s covered pay roll, that is the 
pay roll in brackets of less than $3000 per 
year, amounted in 1943 to $5,328,000,000. 
The covered pay roll in 1944 was somewhat 
greater, amounting to something like $5,- 
807,000,000. The savings to employers in 
the first year of operation is substantially in 
excess of $80,000,000. 

At the present time, as Mr. Donaghy will 
inform you, only about $3,000,000 per year 
is being paid out in benefits. Interest 
amounts to nearly $10,000,000 on the State 
Unemployment Compensation Fund which 
now has reached close to $600,000,000. It 
is reasonable to suppose that if the end of 
the war brings a slowing up, greater de- 
mands will fall upon the Fund. But it will 
still stand a great deal of straining for 
benefit payments to reach even the interest 
money. 

The fairest opinion I could pass along to 
you would be the composite opinion, good 
or bad, of a number of industrial leaders 
who have had first-hand experience with ex- 
perience rating. So I wrote a few letters to 
men in various parts of Pennsylvania. 

The head of a large firm of accountants 
wrote me carefully: 


"Tl believe, in a broad over-all picture, that 
the proponents of experience rating can justify 
their stand by means other than a selfish desire. 
Those who are able to qualify take a great 
pride in pointing out the employees who have 
a long unbroken service record. 





ment was enacted as a temporary provision 
for the duration of the war. Should its re- 
tention prove desirable, new legislation must 
be enacted to become effective after the Pres- 
ident of the United States declares that the 
present state of war no longer exists. 

The two particular features of the law 
which have proven most difficult of adminis- 
tration and which have caused us the most 
trouble from the very beginning are the re- 
employment and _ successor-in-interest pro- 
visions. 


(Please turn to page 104) 





“Of course, we have some clients who are 
unable to qualify under the experience rating 
clause. In discussing the subject with them 
they regretted their inability to meet the re. 
quirements but have not indicated that they 
are carrying more than their share of the pub- 
lic burden.” 


And this was revealing. From him, I turned 
to a large anthracite coal operator. I thought 
perhaps he would give me an adverse report 
since a part of his labor is casual labor. But 
he did not. 


“I think experience rating is all right. There 
should be no tampering with the law, espe- 
cially during the war,’ he declared. 


Labor, it has been told me, was opposed. J 
determined to find out. So I called aside a 
labor leader who enjoys considerable prestige 
in Pennsylvania, to learn from him reasons 
why labor is opposed. He looked at me care- 
fully and said quietly: 


“The law needs a few changes, so that it 
can be administered fairly in the matter of 
casual labor,” he said. “But generally it is 
all right. As soon as bugs are removed our 
people will support it.” 


A producer of much vital war material 
wrote: 


“We, of course, benefitted by the reduction 
in rate as did most firms who have been en- 
gaged in war work, and probably the only 
firms who have not received some benefit have 
been those with seasonal products.” 


In the northwestern section of Pennsyl- 
vania, I wrote to a manufacturer engaged in 
war production. 


“Experience rating in unemployment com- 
pensation has resulted in lowering our cost and 
therefore, has been advantageous to us. Con- 
sidering the future, | am not so sure that it is 
going to be helpful in keeping down the cost 
of unemployment compensation for this par- 
ticular company. Our employment, over the 
past few years, has been quite stable but we 
are now nearing the end of our war work, with 
the result that our employment is rapidly de- 
creasing and the future is very uncertain. In 
the future this company will probably be faced 
with much lower earnings, and in fact, pos- 
sibly many loss years, and then the insurance 
tax, which will probably be greater, will be a 
considerable burden. We most certainly en- 
dorse the method and appreciate the saving 
thus obtained,’ he concluded. 


After these opinions I turned to my own 
bookkeeper, of my own little publishing plant 
in Waynesboro, Pennsylvania. I asked if ex- 
perience rating pays. The answer was laconi- 
cally, ‘You're saving 1.7 per cent. a year on 
pay roll.” 

Finally, I went to the manager of the Penn- 
sylvania Newspaper Publishers’ Association 
with my question. He answered clearly and 
to the point. 


“Newspaper publishers are practically all 
strongly in favor of experience rating. It has 
‘ustified every advance claim made for it, and 
it has not caused workers to lose anything in 
the way of benefits.” 


Frankly, I should be glad to see you take 
on experience rating in New York State. If 
you do, you will not regret it one instant. 
Forty-two states and territories including 
the District of Columbia already have some 
form of experience rating. This many out 
of forty-eight could not all be wrong. 
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With the New York State Legislature again 
in session one can expect the proponents of 
“experience rating’’ in the matter of unem- 
ployment compensation tax to renew their ef- 
forts for the adoption of ‘experience rating” 
by the state of New York. 

During the fall and early winter of 1943 the 
“Executive Committee of the New York State 
Employers Conference’ put out a pamphlet en- 
titled ‘Experience Rating in Unemployment 
Compensation.” This pamphlet summarized 
the arguments for “Experience Rating’’ and 
was the basis for many conferences and much 
propaganda on the subject. And it was prob- 
ably placed before our legislators from many 
directions and sources. 

The legislators, however, did nothing in the 
last (1944) session although on two other oc- 
casions the New York Legislature has enacted 
“Experience Rating” laws, only to have the 
then Governor veto the bills. It has been in- 
timated that the failure of the 1944 Legisla- 
ture to act was a matter of political expedi- 
ency. Perhaps political expediency and good 
judgment caught up with each other in this 
instance. 

In this article there is first set forth some of 
the propaganda published by the “Executive 
Committee of the New York State Employers 
Conference,’ and various Chambers of Com- 
merce, followed by attempts to answer the 
propaganda. The reader will find repetition 
of some of the question-and-answer propa- 
ganda. This is unavoidable, however, as the 
proponents have used the advertising method 
of repetition to strengthen their case. For 
example: 


How MucH CAN You SAVE ON Your UN- 
EMPLOYMENT INSURANCES TAXES BY EXPERI- 
ENCE RATING? 


$170 on each taxable payroll of $10,000; 
$1,700 on each taxable payroll of $100,000; 
$17,000 on each taxable payroll of $1,000,000. 


This is the usual bait. But look it over. The 
savings possible can only be the difference be- 
tween what you pay the tax collectors for un- 
employment compensation taxes and what you 
pay the tax collectors for income tax, surtax, 
excess profits tax, franchise tax and all other 
taxes measured by income. 

If you are a corporate employer your savings 
may range anywhere between 20 per cent. and 
73 per cent. of the above bait, depending on 
the extent that your income tax, surtax, and 
excess profits tax bring you within the 80 per 
cent. over all limitation. 

If all of your income is allocable to New 
York state, reduce these percentages by 6 per 
cent. for state franchise taxes and you have 
possible savings of anything between 14 per 
cent. and 67 per cent. 

If you are an individual (or partnership) 
employer your savings may range anywhere 
between 14 per cent. and 77 per cent. of the 
above, depending on your surtax bracket. 

If you qualify under the New York state un- 
incorporated business tax law reduce these 
percentages by 4 per cent. 

You will find that your unemployment com- 
pensation tax savings are reduced to some- 
where between 10 per cent. and 73 per cent. 
Whether you are a corporate or individual em- 
ployer the savings that ‘Experience Rating” 
holds out to you do not justify jeopardizing the 
solvency of the unemployment compensation 
funds of the state. 

Some conservative business men in ‘‘Experi- 
ence Rating” states have realized that the low 
rates of unemployment compensation tax they 
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Merit Rating: The “Other Side” 


By R. E. Frederickson 


are now paying under their “Experience Rat- 
ing” laws are not going to be fruitful enough 
to carry the possible unemployment benefits of 
the future and have set up reserves against 
possible and probable increases in unemploy- 
ment compensation tax rates in the post-war 
future. These reserves are not deductible ex- 
penses for income tax purposes—hence these 
conservative business men are saving the mini- 
mum of the difference between ‘experience 
rating” rates and the 2.7 per cent. New York 
state rate and are taking the risk of rates 
higher than this 2.7 per cent. at some future 
time when their business will not be operat- 
ing at a profit or when income and excess 
profits tax rates may be considerably lower. Be- 
ing conservative these men can only cushion 
the future by reserving some of their retained 
share of present profits. 

The laws creating the “Unemployment Com- 
pensation Funds’ are described, under U. S. 
laws as ‘Federal Unemployment Tax Act’; 
under N. Y. state laws as ‘‘Unemployment In- 
surance Law.” 

The payments into the funds are described 
in the laws: Federal, as ‘‘Tax’’; N. Y. state 
as “Contributions.” 

The Bureau of Internal Revenue in I.T.3082, 
1937, 1 C.B. 77 states: 


“N. Y. State unemployment insurance fund 
payments by employers are deductible as 
taxes.” 

The federal law was first enacted as a part 
of the ‘Social Security Act” approved August 
14, 1935 and in the report of Congress was 
described as an act ‘‘to impose an excise tax on 
employers of 8 or more persons, measured by 
wages payable” .... “for the purpose of 
creating a fund for the benefit of persons un- 
employed through no fault of their own.” 

The various state laws, including New York, 
all stem from the federal law. The federal 
law provides, among other things, that the tax 
rate is 3 per cent., against which a credit 
amounting to contributions or taxes paid to a 
state “Unemployment Fund” is allowed, to the 
extent of 90 per cent. provided the set-up and 
administration of the state fund meets the 
federal requirements. In every part of the 
federal law care has been taken to preserve 
the ¢ax status of the payments. 

The federal laws authorize “Experience Rat- 
ing’ for the various state funds, subject to ap- 
proval of the federal Social Security Board. 
The federal laws, however, do not permit “Ex- 


Present: 25 men Payroll 


Per week $1923 


perience Rating” with respect to federal tax. 

Business men, and taxpayers generally, are 
constantly griping about the inequities and dis- 
criminations of our tax laws. In the N. Y. 
state unemployment tax law we have one of 
the most equitable and least discriminating of 
tax laws. It has a common and easily determ- 
able base at a common rate, the application of 
which recognizes and applies the long accepted 
principle of ‘‘ability to pay.” 

When employment and payrolls are at their 
peak, profits and ability to pay are likewise at 
their peak. Practical economists (if there be 
any such) try to teach us that the time to pro- 
vide against the impacts of the future is when 
the income is highest; to set aside reserves 
against possible misfortune at some later date. 

Why should there be preference and discrim- 
ination under a tax law which is designed to 
provide for the common welfare in less pros- 
perous times? The past performance of any 
given employer is not the measure of the li- 
ability his future condition will create. Would 
it not be just as logical to enact “Experience 
Rating” as to old-age benefit taxes? Some of 
us are going to die before we reach sixty-five. 
Or for “Experience Rating” of the gasoline tax 
because one does not use the public roads as 
much as a trucking company? Or that one be 
relieved of part of the local assessment for 
snow removal because one cleans his own side- 
walks? Would it not be lovely if we could 
saddle the cost of our law enforcement agen- 
cies on the shoulders of the law breakers only ? 
Anyone can logicize “Experience Rating” for 
any tax we pay. 

Incentive to reduce job loss hazards is one 
of the principle arguments of the proponents 
of “Experience Rating.” Are we so naive as 
to believe that an employer will continue to 
keep employees on the payroll any longer than 
such employees are useful to him just to save 
a small percentage of this payroll tax? And 
particularly if the penalty of an increase in the 
tax may be as much as a year away? For ex- 
ample: 


An employer in an “Experience Rating’ 
state has an annual payroll of 25 employees 
and $100,000. Suppose his state tax rate is 
1 per cent., which together with the Federal 
tax of three tenths of one per cent makes his 
total tax rate 1.3 per cent. Suppose he is faced 
with the necessity of reducing his operations 
and employees 20 per cent. Suppose the five 
employees he finds unnecessary earn the av- 
erage of all his employees, or $4,000 each per 
year, facing him with a problem involving 
$20,000. Suppose the discharge of these five 
employees will involve an increase in his tax 
rate to the maximum of 2.7 per cent. for his 
state rate. The comparison he finds himself 
faced with is: 


Per year $200,000 








Tax @ 1.3% 25 1,300 
Totals $1948 $101,300 
Future: 20 men Payroll Per week $1540 Per year $ 80,000 
Tax @ 3% 46 2,400 
Totals $1586 $ 82,400 





which deserve careful consideration. 





EXPERIENCE RATING: CON 


Although all but a few states have adopted experience rating in connection | 
with their unemployment compensation programs, there is not a unanimity of | 
opinion favorable to experience rating. 
ber of the Controllers Institute of America, presents a number of observations | 


In this article Mr. Frederickson, a mem- 
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How many employees at $30 or $40 or $50 
or $80 per week would this employer be justi- 
fied in keeping on his payroll for the purpose 
of saving $21 per week? 

If the incentive is so strong as to induce 
profit-minded employers to retain employees on 
the payroll it would certainly be strong 
enough to persuade an employer not to take 
on new employees lest their employment be 
short-lived. The employer who spends dollars 
for idle labor in order to save pennies in tax 
is headed for a lot of red ink in toxic doses. 
The employer who refuses to embrace enlarge- 
ment opportunities just to save a few pennies 
tax will soon pass out via the dry-rot method. 
There is no incentive in ‘Experience Rating.” 

Under the legislation submitted to the last 
(1944) New York state legislature the idea 
was proposed that the minimum tax rate for 
unemployment compensation tax was to be 1 
per cent. and the maximum 2.7 per cent. An- 
other legislature might increase those rates and 
one can well imagine that once “Experience 
Rating’’ is established the fortunate employers 
would soon raise a cry to have the maximum 
rate increased so that the less fortunate would 
be paying all that the “Experience Raters’ be- 
lieved they should. 

Actual operations in those states working 
under “Experience Rating’ have not been in 
periods during which conditions have been 
such as to constitute a test. The federal un- 
employment tax act became law in August 
1935. Since that time, with the exception of a 
period in 1937-1938, employment has been on 
the up-grade. In 1939 and 1940 we began to 
feel the effects of war production, and since 
that time we have had a constant increase in 
employment and shortages of manpower. Cer- 
tainly, under such conditions, a premium or 
prize for steady employment has been easy to 
earn. What will be the effect when war pro- 
duction ceases? How many employers would 
have enjoyed an “Experience Rating’’ credit in 
1930-1935? 

Forty-one states have adopted “Experience 
Rating.” Forty-one states may soon regret 
their steps in that direction. ‘Business Week” 
magazine, in its July 1, 1944 issue sounded a 
warning which it would be well for these forty- 
one states to heed, to wit:— 


“State unemployment insurance funds neces- 
sarily face a staggering problem when employ- 
ment begins to decline, especially those with 
“merit rating.” The merit rating plan—like 
certain types of insurance—allows the fellow 
with a good record a reduction in rates. Most 
employers long have been operating without 
seasonal ups and downs of their normal busi- 
ness, consequently have been paying in the 
minimum per worker. The funds, neverthe- 
less, have their full obligation to every worker 
on the rolls. This means an unprecedented 
number of eligibles.” 


One hears so much and reads so much about 
the desirability of keeping unemployment 
funds under state control. ‘‘Experience Rat- 
ing” is the surest way to federalization, and 
those states that have cried loudest for state 
control and adopted “Experience Rating” will 
lose their enthusiasm for this ‘Experience Rat- 
ing” and for state control just as soon as the 
“Experience Rating” unemployment funds 
show their inadequacy. 

Do these 41 states measure the potential 
impact on their unemployment funds by what 
occurred in 1930-1935? Or are they compla- 
cently using the experience of the relatively 
prosperous years 1939-1943 as their yard- 
sticks ? 

We would be much better advised if we 
were to start now toward having “Experience 
Rating” removed from the laws of the 41 
states and the permissive sections of the fed- 
eral laws repealed. 

Unemployment compensation payments are 
not insurance premiums. They are taxes for 
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“the benefit of persons who become unem- 
ployed through no fault of their own.” In 
essence unemployment compensation tax is a 
substitute method of collecting taxes or funds 
to provide funds for the “general welfare’— 
a substitute in order to relieve the “‘relief’”’ bur- 
a that other forms of taxation have provided 
or. 

New York state has ever been in the fore in 
the matter of social legislation. And it has 
kept its social legislation on a fairly equitable 
basis. Minorities have been right so fre- 
quently that it is an ineffective argument to 
point to the seven states sans “Experience Rat- 
ing’ with scorn. Sounds somewhat like ‘‘keep- 
ing up with the Joneses.” New York state is 
in good company, be their number ever so 
small. 


TAX ADVANTAGE ANGLE 


The tax advantage an out-of-state competi- 
tor enjoys because of his ‘Experience Rating” 
is just another one of those things, much 
talked about but, like the flea on the dog’s 
back, hard to put your finger on. Look around 
and see the many things the New York state 
employer may be laboring under to his disad- 
vantage when compared to out-of-state com- 
petitors. Then look around and see the many 
things of advantage to New York State em- 
ployers over other states. Certainly the bal- 
ance must be in favor of New York State, else 
why does business stay here? This disad- 
vantage argument has been used against every 
forward looking piece of legislation or forward 
looking proposal made in New York state for 
many, many years. It has also been used by 
residents of practically every other state. But, 
as these so-called disadvantages are lived with 
we, somehow or other, seem to get along and 
prosper. 

What is this ‘substantial tax advantage” the 
“Experience Rating’ states enjoy over New 
York state? Is it substantial? Is 114 per cent. 
of one’s payroll substantial when the prob- 
abilities are that one will have to pay up to 
86 per cent. of that 1% per cent. to other 
tax collectors, and run the risk of paying more 
than that 144 per cent. when business cannot 
stand any added burdens? Will not the so-called 
present disadvantage in the prosperous times be 
considerable of an advantage when adversity 
comes along? It would seem that an “Un- 
employment Compensation Fund” large enough 
to withstand the worst possible impact is quite 
an advantage to New York state employers. 
It would seem that a very healthy fund is a 
good safeguard against possible increased rates 
in periods of depression and unemployment. 


SUPPOSE YOU ARE A WAR CONTRACTOR, 
IF YOUR CONTRACTS ARE SUDDENLY CAN- 
CELLED AND YOU ARE FORCED TO RELEASE 
ALL YOUR PRESENT EMPLOYEES WHILE RE- 
CONVERTING TO PEACETIME PRODUCTION, 
WILL You BE PENALIZED By EXPERIENCE 
RATING ? 


No. The maximum rate is 2.7 per cent., 
the same as the present flat rate. Reduced 
rates would be available after future favorable 
employment experience. 


This little argument is noteworthy for the 
meticulousness with which it sticks to the 
truth and avoids conjecture as to the future. 
True, the proposed legislation provides that 
the “maximum rate is 2.7 per cent., the same 
as the present flat rate.” New York state’s 
legislature meets every year. The ‘maximum 
rate’ may initially be 2.7 per cent. but there 
is no assurance that the legislature next year 
or the year after would not increase the max- 
imum to any other rate it desired. And the 
legislature would be failing its duty if it did 
not increase the rates sufficiently to keep the 
funds adequate and solvent. And the need for 
increased rates will only come at a time when 
employers can least afford any added taxes. 





Suppose you are a war contractor. Will you 
not feel rather sad when you wake up to find 
that, after you have “broken your neck’’ and 
disrupted your processes in order to produce 
essential war supplies, you are penalized by an 
increase in one of your tax rates when you 
try to get back to peace-time operations? 
Sounds like a “‘screwy’’ way to reward anyone 
for performing a public service. By-the-way, 
who is going to take up the burden, in the 
“Experience Rating’ states, left behind by 
those “war contractors” who will not continue 
in business after the war and who have en- 
joyed a nice low ‘Experience Rate’ during the 
war years? 

“Experience Rating” is contrary to every 
principle of good taxing methods. Taxing 
rates should be highest in periods of prosperity 
and lowest in periods of depression. 


Witt Lower Taxes COLLECTED UNDER 
EXPERIENCE RATING AFFECT BENEFITS? 


No. Reduced rates under experience rating 
will be allowed only when the fund is adequate 
to pay all probable claims against it. Should 
benefits paid reduce the fund below a specified 
level, tax rates on all employers would AUTO- 
MATICALLY increase up to the maximum of 


2.7%. 


“Experience Rating’’ CAN affect benefits. The 
benefits are fixed by the state legislatures and 
there is no uniformity in the range or duration 
of benefit payments. The various legislatures 
may increase or decrease the amount and ‘dura- 
tion of benefits. Should the fund become in- 
adequate and it also becomes inexpedient to 
increase rates the benefits would be the only 
other recourse of the legislatures if they in- 
tended to keep the funds solvent. That may 
sound utopian, from a political standpoint, but 
it may not be so. Pendulums have a habit of 
swinging and it is not unlikely that the pres- 
ent “something for nothing” public attitude 
will change as the effects of the ‘‘deficit spend- 
ing philosophy’ are realized by a majority of 
the people. England tired of the dole and 
W.P.A. disgusted a lot of people in this coun- 
t 


ry. 

The “Experience Rating” states that have 
provided benefits for service men have no idea 
what the liability in this direction will be. And 
no state has yet anything factual on which to 
base a determination of the liabilities its un- 
employment fund may have to meet. The only 
experience any state has had has been in ex- 
tremely prosperous times—times of remark- 
ably low unemployment. What would a 
couple or three years of remarkably high un- 
employment do to these funds? 

Proponents of “Experience Rating’ attempt 
to provide for the adequacy of the funds with 
the promise that “should benefits paid reduce 
the funds below a specified level, tax rates on 
all employers would automatically increase up 
to the maximum of 2.7%.” In the proposed 
law the automatic increase is gradual and is 
based on the relationship of the fund balance 
to the prior year’s total taxable wages in the 
state—this relationship to be determined quar- 
terly. This formula will, in the postwar pe- 
riod, provide a steadily decreasing base and 
consequently a steadily decreasing fund bal- 
ance requirement when the withdrawals or 
benefit payments will be the heaviest. This 
promise means that if the benefit payments are 
heavy enough to emaciate the fund, all em- 
ployers would pay at the maximum rate and 
“Experience Rating” would go by the boards 
during the unhealthy condition of the fund 
balance. If “Experience Rating’’ is good in 
prosperous times why is it not good in bad 
times ? 

The record shows about 222 million dollars 
paid into the fund in New York state in the 
period January 1936 to December 31, 1938. 
Tax rates-in 1936 were one per cent.; in 1937 
and January and February 1938 two per cent. 
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If the present 2.7 per cent. rate had been in 
effect during all of 1936, 1937 and 1938 pay- 
ments into the fund would have amounted to 
about 300 million dollars. 

Benefit payments started in 1938. In the 
three years 1938-39-40 total benefit payments 
amounted to 266 million dollars. If benefit 
payments had been paid from January 1, 1936 
the benefit payments in the years 1936, 1937, 
and 1938, as indicated by the comparative em- 
loyment indices, would have approximated 

nefit payments in the period 1938-39-40. 
This would leave a fund balance of about 34 
million dollars, plus, perhaps, 4 or 6 million 
dollars interest credits, if the tax rate of 2.7 
per cent. had prevailed, or just about sufficient 
for payment of benefits for 22 or 23 weeks. 
Scarcely a safe margin. 

A depression year like 1931 or 1932 or 
1933 would require benefit payments, (ex- 
cluding any returning servicemen benefits) of 
about 400 million dollars, with taxable pay- 
rolls producing, at the full 2.7 per cent. rate, 
about 80 million dollars. The fund balance as 
of November 30, 1944 figures to be about 810 
million dollars. That balance would be wiped 
out if we had three depression years in a row 
like 1931-32-33. With the taxable payrolls 
producing about 20 per cent. of the benefit 
payments it would be necessary to increase the 
tax rate to an unbearable rate of 12% per 
cent. or 15 per cent., or reduce the benefit pay- 
ments. 

The only way in which the benefit payments 
can be assured during a protracted depression 
is to build up the largest possible fund in 
prosperous times—a fund large enough to 
withstand the impact of the largest and sever- 
est depression we have thus far lived through, 
plus a little more. We should not let the op- 
timistic talk of “no more depressions” lull us 
to sleep. That optimistic statement has been 
made many times before, long ago, but still de- 
pressions come and go. There have been no 
crystal balls devised that permit us to look 
very far into the future. Some smart politi- 
cian once remarked that the public memory 
only goes back twenty-four hours. Perhaps he 

was right. 


THE END OF THE WAR May CAUSE THE 
RELEASE OF MANY THOUSANDS OF WAR 
WORKERS FROM THEIR JOBS. MIGHT NOT THIS 
SUDDEN INCREASE IN THE AMOUNT OF BENE- 
Fits Paib EXHAUST THE FUND? 


No. On September 30, 1943, the amount of 
the New York State fund was over $550,000,- 
000. It will reach over $600,000,000 at- the 
end of 1943, according to authoritative esti- 
mates. 

Suppose 1,000,000 workers in New York 
lost their jobs in 1944. If everyone of them 
collected the maximum benefit of $18.00 per 
week for the maximum number of benefit 
weeks, each would receive $360, or a total of 
$360,000,000. Meanwhile current payments 
into the fund would total $150,000,000, leav- 
ing the fund at $390,000,000. 

The greatest amount ever paid out by the 
State in benefits occurred in 1940 when less 
than $100,000,000 was paid out. 


There seems to be something wrong with 
the arithmetic of the above statements. If we 
should encounter a year of unemployment 
amounting to one million unemployed in New 
York State the current payments into the fund 
could not possibly total 150 million dollars 
unless the present rate of 2.7 per cent. was 
increased. Whether the authors of the above 
Statements intended to say that under ‘‘Experi- 
ence Rating,” “current payments into the fund 
would total $150,000,000,”" the writer cannot 
say, but one could assume that this was, at 
least, implied. 

“Experience Rating” with an average tax 
tate of 1.6 per cent. applied to the 1943 record 
would only produce. about $124,500,000 in 
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taxes. To approximate $150,000,000 current 
payments under “Experience Rating’ with an 
average tax rate of 1.6 per cent., taxable pay- 
rolls would have to be about 20 per cent. 
higher than in 1943. One could scarcely ex- 
pect to see one million unemployed in New 
York State with taxable pay rolls that high. 

As the late Al Smith would say, “Let's look 
at the record:” 


The New York state fund record to Decem- 
ber 31, 1943 is as follows: 


Year Taxes Deposited Interest Credits 
1936 $25,830,009 $ 199,536 
1937 70,929,886 872,543 
1938 125,238,151 2,450,310 
1939 116,235,414 3,506,024 
1940 127,069,116 4,651,847 
1941 145,567,246 5,592,634 
1942 176,336,504 7,684,339 
1943 209,987,723 9,608,084 
Estimate for 

1944 226,400,000 13,000,000 


Tax rates in 1936 were one per cent.; for 
1937 two per cent.; for January and February 
1938, two per cent.; From March, 1938, to 
March 1940, rates were 2.7 per cent. and 3 
per cent. and from April 1940 to date the rate 
has been 2.7 per cent. If we apply the pres- 
ent 2.7 per cent. rate of taxes to the 1936-1937 
record we would have 


1936 $69,741,024 taxes paid in 
1937 95,755,346 taxes paid in 


New York State’s Department of Labor in- 
dices on employment and pay rolls in represen- 
tative state factories follow: 


(1935-39 Employment Pay roll 
equals 100) Index Index 
1935 93.0 87.1 
1936 100.3 97.6 
1937 109.5 113.9 
1938 94.9 94.8 
1939 102.3 106.9 
1940 110.3 120.8 
1941 pers! 169.5 
1942 146.4 227.2 
1943 159.7 288.1 
The high indices 
to Dec. 31-43 occurred 
in November 1943 161.4 304.3 


These indices cover only manufacturing in- 
dustries and therefore have only an indicator 
relationship to Unemployment Compensation 
Fund records. Non-manufacturing industries, 
such as hotels, retail trade, public utilities, con- 
struction and related industries, and other serv- 
ice industries are not included in these indices. 
These non-manufacturing industries generally 
have shown a downward trend in employment 
since 1941, but with a slight upward trend in 
payrolls. 

Employees in establishments covered by New 
York’s state unemployment compensation law 
during 1943 (9 month average) numbered, 4,- 
040,000; during 1942 (monthly average), 3,- 
880,000; 1941 (monthly average), 3,674,000; 
1940 (monthly average), 3,329,000. Other 
statistics published by the Division of Place- 


ment and Unemployment Insurance show 
numbers of workers to be 

January 1940 3,169,000 

October 1942 4,037,000 (1942 peak) 

January 1943 3,964,000 

June 1943 4,082,000 (all time peak to 


Dec. 31, 1943) 
August 1943 4,065,000 


Total taxable wages in New York state, com- 
puted by applying the prevailing tax rates to 
the taxes deposited amounted to about the fol- 
lowing 





Year 1936 $2,583 million 
1937 3,546 million 
1938 4,638 million 
1939 4,300 million 
1940 4,706 million 
1941 5,400 million 
1942 6,530 million 
1943 7,800 million 


If you will scramble all these statistics and 
pick out a period of the past that you like to 





Benefit Payments Dec. 31. Balances 


None $ 26,029,545 
None 97,831,974 
$ 87,330,640 138,189,795 
80,019,225 177,912,009 
98,798,082 203,976,913 
67,129,708 288,007,085 
65,573,490 406,454,438 
18,573,501 607,693,504 
20,000,000 827,000,000 





consider “normal’’ you can get some idea of 
what the impact of the post-war period on the 
unemployment compensation funds of New 
York state might be—if you think the post- 
war will find a return to your “normal” or will 
stop its down-trend at your “normal.” For 
instance assume that 1939 is or was normal:— 


1. Average numbers of workers 3,169,000 
(January 1940 record). 

2. Total wages taxable in New York State: 
$4,300, million plus whatever effect must 
be given to increases in base wage rates 
since 1939. 

3. Taxes deposited or paid in: $116,235,500 at 
the 2.7 per cent. present rate, to which 
should be added base wage rate increase 
effect times tax rate. 

4. Number of possible claimants: 1,700,000. 
Provision here would have to be made for 
about 900,000 workers now employed, who 
will then be unemployed plus a possible 
800,000 to 900,000, or perhaps more, serv- 
icemen. 

5. Possible annual benefit payments: $612,- 
060,000, being 1,700,000 possible claims 
times $360, maximum annual benefit pay- 
ment. 

“The greatest amount ever paid out by the 
state in benefits occurred in 1940 when less 
than $100,000,000 was paid out.” 

That statement is true as a fact but it is not 
an indication of the possible and probable an- 
nual drain the fund may have to suffer. The 
foregoing statistics and example indicate that 
if unemployment conditions of 1938 or 1939 
should again occur and continue for two years 
the present apparently safe fund balance 
might not be sufficient to stand the shock. No 
one knows what the postwar impact on the 
fund will be. And with the returning service 
man problem complicated by the statutory 
“seniority” question and with the great num- 
ber of women now employed who in all prob- 
ability will be separated from pay rolls, and 
with the problem of many otherwise non-em- 
ployables who will perforce return to the ranks 
of the unemployed, no one can estimate what 
the fund faces. 


Doers EXPERIENCE RATING HAVE ANY EFFECT 
UPON THE EMPLOYEE? 


Yes. Evidence is accumulating that experi- 
ence rating does tend to stabilize employment. 
It gives employers an incentive to keep em- 
ployees on the pay roll during slack periods 
rather than laying them off. By keeping em- 
bloyees on the pay roll, employers have a better 
employment record and thus earn a‘lower tax 
rate, and employees receive wages, rather than 
benefits. 








76 


We come again to the so-called “incentive” 
supposed to be inherent in ‘Experience Rat- 
ing.” The evidence’ accumulating, which is 
reputed to show that “Experience Rating” 
tends to “stabilize employment,” has all been 
accumulated under war boom conditions that 
find employers willing to hold onto employees 
during temporary lulls--not because of unem- 
ployment taxes or any other tax but because of 
the manpower shortage and its attendant fear 
that once an employee leaves the employer 
may not get him back or find a replacement. 
The evidence has been accumulated when em- 
ployment is way above normal—if anyone 
knows what “normal” is. At any rate we all 
know there is a boom condition in industry 
and business, with many women employed 
who would not be if war conditions did not 
demand, and with many normally ‘“non-em- 
ployables’”” working who would not otherwise 
be employed. 

Various economists have guessed that pres- 
ent war conditions are causing employment to 
be from 115 per cent. to 160 per cent. of nor- 
mal, depending on the guessers idea of “‘nor- 
mal.” These guesses do not matter much. 
One can use the increase in his own employ- 
ment record over what he considers “normal” 
and apply a bit of common ordinary arithmetic 
to the problem. 

Just assume that, with the past four or five 
years of boom time employment, you enjoyed 
an ‘Experience Rating” of one per cent. At 
the close of the boom time you were faced 
with the problem of reducing your working 
force or continuing them all in employment 
to avoid an increase of 1.7 per cent. in your 
unemployment compensation tax to the pres- 
ent limit of 2.7 per cent.: 


If your present pay roll per year is $100,000 
With 10 per cent. reduction your 

pay roll will be 90,000 
You save in pay roll cost $ 10,000 


Unemployment tax on reduced pay 


roll at 1 per cent. $ 1,000 
Unemployment tax on reduced pay 

roll at 2.7 per cent. 2,430 
Your unemployment tax increases $ 1,430 


Would anyone spend $10,000 to save 
$1430? Just how many employees would you 
keep on the pay roll in an effort to keep your 
tax down? 

The legislation proposed for New York state 
provides that the “experience period’”’ shall be 
five years, except that the first “experience pe- 
riod’’ shall be three years and the second “ex- 
perience period” shall be four years. 

An employer faced with the necessity of re- 
ducing his pay roll ten per cent. in five years 
would save (if his present pay roll is $100,000) 
fifty thousand dollars in pay roll cost and be 
faced with additional unemployment compen- 
sation taxes of $7,150—a net saving of $42,- 
850. In the meanwhile he would be picking 
up experience under a new “experience pe- 
riod.” 

The plain arithmetic is that if a reduction of 
1.7 per cent. of your pay roll will cause your 
“Experience Rate’ to jump from 1 per cent. to 
2.7 per cent. you will break even, or approxi- 
mately even, with the edge in your favor, as 
you save on each thousand dollars of pay roll 
$17.00 in pay roll cost and pay additional tax 
of $16.73. 

Where is the incentive? In many years of 
business life the writer has found but two rea- 
sons why employers retain employees on the 
pay roll. The first, and most important, is that 
the employer needs the services of the em- 
ployee. The second is one of reward for long 
and faithful past service. Both have the 
profit motive as their prime source. 
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Has THIS ENORMOUS ACCUMULATION OF 
FUNDS ANY EFFECT ON OTHER STATES? 


If past history is any guide, the accumula- 
tion of such vast amounts of money to the 
credit of any one state might very readily cause 
other less fortunate states to attempt to na- 
tionalize or federalize the whole system of un- 
employment insurance. Thus New York tax 
moneys could be used to pay benefits in other 
States. 


The provisions of the federal laws on the 
subject, and particularly Section 904 of the 
Social Security Act and Sections 1603 and 
1607 of the Internal Revenue Code pretty 
clearly establish that the Unemployment Trust 
Fund, created by Section 904 of the Social Se- 
curity Act, is a trustee or banker for the vari- 
ous state unemployment funds. Whether the 
Congress could, or would if it could, seize the 
funds held in trust for one state and use them 
for the benefit of another or other states the 
writer is not qualified to say. It is hard to 
believe that any Congress would violate this 
trust. 

There is no past history by which one may 
be guided unless we take as an example the 
failure of propaganda and efforts to have re- 
lief and WPA funds allocated to the states on 
a basis of general tax payments into the federal 
treasury by the residents of the states. History 
fails to record any case where the Congress 
has appropriated moneys collected by and 
standing to the credit of one state for the 
benefit of another state, or, for. that matter, 
for the benefit of the United States. 

Tax moneys collected by the federal govern- 
ment in accordance with federal tax laws are 
general funds and may be appropriated by 
Congress for any purpose permitted by the 
Constitution. If tax moneys collected by the 
federal government from the residents of a 
given state are to have a state string tied to 
them we are not united states. 

The Federal Unemployment Tax Act pro- 
vides that the federal tax is three per cent., 
against which liability employers are given 
credit for the unemployment taxes or contribu- 
tions paid to the state, up to ninety per cent. of 
that three per cent. The employer who pays to 
a properly approved state fund pays not less 
than three tenths of one per cent. to the fed- 
eral government. This three-tenths of one 
per cent., apparently, is the Congress’ estima- 
tion of the general welfare liability of the 
United States for “the benefit of persons unem- 
ployed through no fault of their own.” The 
Congress places the first responsibility on the 
states, reserving to the federal government ten 
per cent. of the federal rate as a cushion to 
take care of emergencies. It should be noted 
that the moneys collected by the Federal gov- 
ernment are paid into the Treasury as ‘internal 
revenue collections.” 


It should be noted that there is no experi- 
ence rating effective with respect to any part 
of the taxes collected by the federal govern- 
ment. 


If a state law should fail to meet Federal 
requirements, or if the condition of the state 
fund should fail to meet Federal requirements, 
employers resident in that state would be re- 
quired to pay the full three per cent. tax to 
the federal government, regardless of whether 
or not the state was an “Experience Rating” 
state, and regardless of how much tax had been 
paid to the state. 

There seems to be another safeguard against 
possible raids on one state’s funds for the ben- 
efit of another state, or other states, in Sections 
1602 and 1603 of the Internal Revenue Code, 
wherein the various states are required to main- 
tain certain specified balances under penalty of 
losing the certification of the Federal Social 
Security Board. Lacking certification employ- 
ers of a state would be required to pay the 


full three per cent. tax to the federal govern- 
ment. As certification is required December 
31 with respect to the closed year employers in 
“Experience Rating” states may be faced with 
state taxation and the full federal tax in the 
event a “run on the bank’’ has depleted the 
state fund balance. Section 1606 (b) of the 
Federal Internal Revenue Code is interesting. 
Whether the funds of “Experience Rating” 
states are or will be sufficient to stand the 
shock of the post-war re-conversion period only 
time can tell. If they are not it is very un- 
likely that the funds of solvent states will be 
used for insolvent states. The employers of 
the insolvent states will probably pay the bill 
through double taxation (the top limit under 
state law and the top limit under Federal law) 
until their state fund can again qualify for 
certification by the Social Security Board. 


WHAT WOULD BE THE STATE’S ADVANTAGE 
IN ENACTING EXPERIENCE RATING To BE Er- 
FECTIVE IN 1944? 


Experience rating is sound taxation. Sound 
taxation is good business for the state. While 
war employment continues at its present rate, 
the fund to the credit of New York State will 
be built up at the rate of $175,000,000 per 
year. Retaining a substantial part of this 
amount in industry would strengthen the post- 
war position of New York State employers. 


“Experience Rating” is not sound taxation. 
Sound taxation requires that there be a uni- 
form and readily ascertainable base and a uni- 
form rate. In the New York state unemploy- 
ment compensation tax law, as it now stands 
on the books, we have both a uniform and 
readily ascertainable base and a uniform rate. 
“Experience Rating,’ or “Merit Rating” as it 
is sometimes called, creates a method of prefer- 
ential taxation, and preferential taxation is bad 
taxation. 

Some of the proponents of ‘‘Experience Rat- 
ing’’ have suggested that if the employee were 
contributing directly to the fund (as in the 
case of Old Age Benefit taxation) ‘‘Experience 
Rating” would not be proper, the premise 
seemingly being that, without employee pay- 
ments, the employers have a vested interest in 
the funds, and with employee participation the 
employer would have no such vested interest. 

That suggestion or argument does not sound 
logical. If an employer is entitled to special 
tax consideration because he is lucky enough 
to keep his employment on a fairly level plane 
would not the employee who keeps on work- 
ing, who makes no claim for benefits, be en- 
titled to the same tax consideration? 

As to the “vested interest’’ premise the em- 
ployer loses whatever interest, vested or other- 
wise, he may have had just as soon as the tax 
is payable, or becomes a lien on his property, 
or he becomes liable for the tax. No tax- 
payer, as such, has a vested interest in his tax 
liabilities or payments. The interest is vested 
exclusively in the civic body (village, city, 
county, state, country), imposing the tax. 

In the case of unemployment compensation 
tax the proceeds are for the “benefit of per- 
sons unemployed through no fault of their 
own.” Consequently the employees are the 
only individuals (through the state and federal 
governments acting more or less as fiduciaries) 
who can be said to have a vested interest in 
the funds. 

In one of the recent referendums (No. 84) 
of the Chamber of Commerce of the United 
States the following was proposed as a policy 
of that organization: 


II. Protection should be provided against the 
periods of job and income losses that are 4 
natural consequence of the workings of a free 
and changing soctety. 


The supporting arguments set forth in the 
referendum as to this policy read in part: 
(Please turn to page 86) 
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| (Continued from page 58) 

| 
ticularly realistic in its approach to labor 
relations. I think that many times we 
have missed a bet and we have entirely 
lost sight of the fact that industry has 
one job to do. Manufacturing industry 
exists only for the purpose of convert- 
ing raw materials into finished goods at 
a price and of a quality that will meet 
with consumer demand. That is our job 
in industry. Therefore, in order to do 
that, we conceive it to be our responsibil- 
ity to have good relations with our em- 
ployees. If we do the first job well and 
have good relations with our employees, 
then we create a situation in our com- 
munity that is spelling for the welfare 
of the whole people. 

But do we do that always? Do we have 
that sound approach always? I am afraid 
at times we do not. How many times 
have we seen this: an attempt to organ- 
ize, a fight against organization, the fight 
going through various government or- 
ganizations, strikes, and eventually the 
establishment of a bargaining unit by a 
National Labor Board election, with no 
regard at all to the relationship that must 
exist between employer and employee if 
industry is going to function properly 
and perform the function that it is in- 
tended to perform in serving the Ameri- 
can people? 

Many times you have the attitude on 
the part of the employer, “Well, we lost 
the election.” Many times when a union 
wins an election, an employer feels very 
much hurt and looks at his employees as 
disloyal employees because they voted 
for a union. 

I think that is entirely a wrong ap- 
proach. I think that the attitude of in- 
dustry should be, without even a law of 
the land, that if the employees of a given 
industry want to deal with their em- 
ployer through an organization, the em- 
ployer should deal with them through 
that organization in a sound and busi- 
nesslike way. There is no use in carry- 
ing the old grudges and the old scraps 
over to the relationship that must exist if 
we are to go on. It is an entirely differ- 
ent matter. 

People speak quite fluently about hav- 
ing some kind of a court set up, a labor 
court. I have heard that advocated. I 
have heard people advocating the setting 
up of some kind of a government agency 
with the power of a court to make deci- 
sions in these matters of the delicate rela- 
tionship that exists between employer 
and employee. We have courts for the 
adjudication of domestic infelicity. If a 
man and his wife are unable to agree and 
they have to scrap all over the street and 
make a nuisance of themselves before the 
American public, there is a court that 
they can resort to and they can be sepa- 
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rated, but they don’t have to live to- 
gether afterwards. In the case of an em- 
ployer-employee relationship, we have to 
live with it. You can lose all the present 
employees and you can get a new group 
of employees, but you still have that re- 
lationship that must exist on a proper 
basis if we are going to function as we 
should. 

In my opinion, the establishment of 
mutual confidence and proper relation- 
ships between employer and employee is 
the very foundation stone of our future 
economic system. There are two types of 
relationships. There is the relationship 
between the employer and the individual 
employee that demands decency and 
good thinking on the part of the em- 
ployer to see to it that the employee is 
properly treated by all those with whom 
he comes in contact. He owes it to his 
employees to provide a proper place to 
work, The wage situation is a very im- 
portant one. All those things, in so far 
as the individual employee is concerned, 
must be taken care of. In addition to 
that, when the employer is dealing with 
a union, it is absolutely necessary that he 
have some conception of what goes on 
in that realm. 

Too many times we fail to understand 
that. Too many times employers think 
in terms of that day when they will get 
rid of the bad union. I am of the opin- 
ion that regardless of what type of union 
you may have in your plant today that 
if you are successful in getting rid of 
that bad union, you might have a worse 
one the next day. In other words, my 
opinion is that the employees of Ameri- 
can industry have reached the place 
where they want to deal with the em- 
ployer on a collective basis and want to 
be represented through some form of or- 
ganization, whatever form it may take. 


Joss FOR ALL? 


What are we going to do about this 
problem, this problem to which I do not 
believe enough thought has been given? 
I rather shudder when I hear some of the 
speeches that are made by candidates for 
political office and their supporters as 
well as some representatives of industry, 
who take the position that there will be 
jobs for all—that if industry is let alone 
and the shackles are thrown off, industry 
will be able to furnish jobs for all. I 
hope we shall. However, in normal times 
manufacturing industry provides em- 
ployment for only about 25 per cent. of 
those gainfully employed, so if manu- 
facturing industry takes the attitude that 
it is going to provide jobs for all, then I 
am afraid it has got to step up to a much 
higher rate than it ever anticipated or 
anticipates now. I was quite pleased to 
hear Bob Watt say that he realizes that 
even in wartime there have not been jobs 
for all and that he does not believe that 
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there will be jobs for all in normal times. 

But we can do this, in cooperation 
with labor—and I do not believe we can 
do it without the cooperation of labor— 
arrive more nearly where we want to 
get than we shall ever do through any 
bureaucratic controls from Washington 
or any state capital. 

I have watched the progress of the 
various boards that have been set up. As 
a matter of fact, I have been a party to 
them. I was a member of the original 
National Defense Mediation Board and 
when that board ceased to function I 
became an industry member of the Presi- 
dent’s Conference, which was the body 
which recommended to the President the 
setting up of the National War Labor 
Board, and I served on the National War 
Labor Board up to September, 1943. 

It was quite an interesting experience 
for me. I do not believe we would have 
gotten along without some such board. 
We were unable to get along during the 
last war and I do not believe we could 
have gotten along during this war with- 
out some board, set up by the govern- 
ment, to handle labor disputes. And yet 
we hear a great deal of complaint—and I 
have been one of the complainers— 
about some of the decisions of this Na- 
tional War Labor Board. Some of the 
decisions have been pretty terrible. As a 
matter of fact, I was a party to some of 
the terrible decisions! But we needed 
something of that sort. 

When we get through with the Euro- 
pean phase of the war—and let us pray it 
will be only a short time after that when 
we are through with the Japanese phase 
of the war—we are going ‘to be con- 
fronted with somewhat of a chaotic con- 
dition. I have heard some people get 
quite oratorical on the subject that we 
must do away with this War Labor 
Board. All right, we shall probably not 
have a War Labor Board. It cannot be a 
war labor board in peacetime. But if in- 
dustry and labor are going to escape hav- 
ing a government agency adjudicate all 
of their disputes and do their negotiat- 
ing for them, they had better find a way 
to do it for themselves. 

I have seen collective bargaining in 
this country practically destroyed. I have 
seen it destroyed in my own company be- 
cause we had a government agency and 
if two people sat down to negotiate, one 
was afraid to make a concession because 
if he did, the other fellow might carry 
the rest of the case to the War Labor 
Board and get the decision of the War 
Labor Board plus the concession. What 
happens is that neither side gives an inch 
and they throw all of these things into 
the War Labor Board for adjudication. 
And it would be strange indeed if you 
did not get some pretty cockeyed deci- 
sions out of that kind of a situation, be- 
cause the people on the War Labor 
Board know very little about the inti- 
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mate details of the particular dispute. 

We may have to have some legislation. 
I do not want to advocate anything in the 
way of legislation at all, except to throw 
this one out: First, if we are going to 
escape government intervention in labor 
disputes, we must find a way of settling 
them ourselves. A lot of them will be 
settled by the ordinary, common garden 
variety of negotiation between employ- 
ers and labor unions and employees, but 
there will be cases that will come up 
where you cannot settle them that way. 
Then these labor contracts, whether they 
be with an individual company or an 
individual plant or an industry, must 
have a terminal point. And I do not be- 
lieve in compulsory arbitration. I do not 
believe in compelling people to do things 
by government edict except in time of 
war. I think in time of war you must 
have something of that sort, but in peace- 
time I believe that we could establish 
some kind of machinery within our in- 
dustries that would function up to a 
terminal point where an arbitration or 
fact-finding board would be appointed— 
there is nothing particularly new in this 
idea; it is part of the Canadian Disputes 
Act and parts of it are also incorporated 
in our Mediation Act—a fact-finding 
board which will make their findings and 
then both parties will be given an oppor- 
tunity to accept or reject them and then 
go their way. 

There is no point in saying that strikes 
are deplorable. Sometimes they clear the 
atmosphere. I do not believe you can 
pass a law that says, “There shall be no 
more strikes.” I think you might just as 
well say, “There shall be no snow before 
February 1st.” 

I do not think that legislation to pre- 
vent strikes would be very effective, but 
you could have legislation which would 
say that a strike would not be legal un- 
til certain steps had been gone through. 

But after all, the important thing we 
need more than anything else is a better 
understanding both by industry and la- 
bor of their mutual preblems. There is 
only one way that thit understanding 
can be brought about and that is by 
getting to know each other a little better. 
And when we do get to know each other 
better and when we sit down together, 
we find that out of this 100 per cent. 
area that we have to cover that possibly 
the area of conflict covers only about 10 
per cent. and 90 per cent. is where our 
mutual interests lie. 

I feel very, very strongly that industry 
has the responsibility of selling itself to 
organized labor on the basis of its integ- 
rity and businesslike methods. I do not 
believe that industry is called upon to 
make concessions to organized labor 
where such concessions are not justified. 
Too many times industry has tried to find 
a way out of a situation. I do not mean 
to be hard-headed, but there are some 
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Good-Will and Surplus 


William W. Werntz, chief accountant 
for the Securities and Exchange Commis- 
sion, declared on January 19, that writing 
down good-will by means of a charge to 
capital surplus “is contrary to sound ac- 
counting principles,” the Associated Press 
reported. 

“Inquiry has been made as to whether 
in a financial statement required to be 
filed with the commission good-will may 
| be written down or written off by means 
of charges to capital surplus. 

“The good-will in question resulted 
from the acquisition during the year of 
the assets and business of a going con- 
cern at a price of $2,000,000. It was de- 
termined that $1,750,000 was paid for 
the physical assets acquired and $250,000 
for good-will. It is clear that if the good- 
will here involved is or were to become 
worthless, it would be necessary to write 
it off. Preferably such write-off should 
have been accomplished through timely 
| charges to income, but in no event would 
it be permissible under sound accounting 
principles to charge the loss to capital 
and surplus.” 
| Any charge to capital surplus would 
| evade charges to income or earned sur- 
plus and would thus result in an over- 
statement of income and earned surplus 
and an understatement of capital, Mr. 
Werntz concluded. 











things with respect to which industry 
should not make concessions. It should 
have business dealings with organized 
labor, the same as it would in any other 
business arrangement, and thereby estab- 
lish confidence. 

Industry has a responsibility for the 
type of labor leadership we have. Indus- 
try has a responsibility for the type of 
labor leadership we shall have in the fu- 
ture. Industry must so conduct itself 
that it is entitled to the respect of labor 
and the public for its businesslike meth- 
ods. And if we are not entitled to the re- 
spect of our own employees and cannot 
win that respect, then we are not going 
to win the respect and confidence of the 
American people. 

Industry must think more and more 
about the way the government of our 
country functions. I think that industry 
has been derelict in its responsibilities to 
government in so far as taking advantage 
of the opportunities offered. When in- 
dustry has been offered the opportunity 
to man certain administrative agencies 
of government and to bring into govern- 
ment the experience of industry and the 
experience of certain businessmen, we 
have all been too busy. Industry, in this 
labor situation, ought to see to it that the 
War Labor Board is adequately manned 
with representatives of industry, and 
both labor and public representatives 
would welcome that. 

So we have this great, big problem as 
I see it, and there is no use in our getting 
angry about something that some indi- 
vidual union does, sputtering about it 
and taking it in bad grace, and perpetu- 
ating a bad relationship, because, as I 





said before, the foundation of the whole 
thing is proper relationships with indi- 
viduals and you cannot get any substitute 
for it. Government can never do it. No- 
body can do it for you. It has got to be 
done by each individual company, each 
individual employer, and by industry as 
a whole. We must have the realization 
that we have here this tremendous num- 
ber of people who in most instances have 
identical interests with us, and we must 
find a way out together, without being 
under that dead hand of government. 





LABOR’S VIEWPOINT 
(Continued from page 60) 











We know that Hitler cannot make good 
on his promises, and all that his people 
can be sure of getting is tyranny, misery 
and war. But the desperate people of 
Europe knew that their economic sys- 
tems brought them merely talk of free- 
dom. They knew that the great differ- 
ences between their industrial machines 
and their political forms brought them 
only poverty and hunger. Under those 
circumstances, beautiful language about 
the four freedoms is not the complete 
answer. You and I know what they 
mean. But unfortunately, it sounds like, 
“Liberty, Equality, and Fraternity,” to a 
Frenchman who cannot look back to the 
last decade with a longing eye. 

No, America must offer something 
more. We must recognize that when we 
speak of this war as a world revolution, 
that like all revolutions it did not come 
about by accident. We must understand 
that the dictatorship is an attempt to 
short-cut the distance between the econ- 
omy of the industrial revolution and the 
political forms which were not adapted 
to meet new needs. We must know that 
the answer is not to say we are going 
back, but that we are going forward. We 
must produce a system which will give 
freedom from unemployment from hun- 
ger, as well as freedom of speech and re- 
ligion, and freedom from fear and want. 

To those with political power we ask 
that they rely more upon the democratic 
energy and intelligence of the great or- 
ganizations of labor and industry. They 
are not perfect. They do not claim to be 
perfect, but they have a tremendous 
voice and an unlimited capacity to un- 
derstand and help in the solution of our 
problems. They can play a major part 
in preserving the best in our American 
system. They can help to bring reality to 
the ideal that all men are created equal. 

Together, they can help build that 
which is new, and yet is free. Then we 
can talk, not just of liberty and freedom, 
but of their realization. Then we can 
have bread not at the price of hate and 
war, but as the means of a decent life 
with the freedom and democracy charac- 
teristic of all that is best in our nation. 
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Dont try tt this way / 


N.W. AYER & SON 


However great your respect 
for art may be, there’s no 
need to have your payroll 
checks painted! 

If you want a payroll 
method that will — 
Cut down the time it takes to 


write checks and get them to 
your employees 


Cut down the cost per check 


Reduce to a minimum the num- 
ber of payroll operations 
required 

Simply call your nearest 

Comptometer Co. represen- 

tative and ask for details on 

the Comptometer Check- 
and-Payroll Plan. There’s 


DEPT. 
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no charge . . . and he'll be 
glad to explain this quick 
and economical method. 
The Comptometer, made 
only by Felt & Tarrant Man- 
ufacturing Co., 1734 North 
Paulina Street, Chicago 22, 
Illinois, is sold exclusively 
by the Comptometer Co. 
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Keeping Up with The Institute’s Members 








The increasing solidarity and cohesiveness of 
controllership as a calling are evidenced by the 
many announcements and notices of the doings 
of individual controllers which come to this 
publication. They constitute one of the first 
features of this magazine's contents to be read, 
not only by members of The Controllers In- 
stitute of America, but by the hundreds of 
subscribers. —TueE Eprror 


Mr. Verl L. Elliott, past president of the 
Controllers Institute of America, and control- 
ler of The Atlantic Refining Company, Phil- 
adelphia, was the guest speaker at the January 
18 meeting of the Philadelphia Chapter of the 
National Association of Cost Accountants. Mr. 
Elliott's subject was “Industrial Accounting— 
Nucleus of Postwar Planning.” 


Mr. Charles J. Klecka is now affiliated with 
S. S. Stafford, Inc. of New York City, holding 
the position of general manager with this com- 
pany. Mr. Klecka, a member of The Institute 
since October 1943, was formerly assistant 
treasurer of J. R. Wood & Sons, Inc. of this 
city. 


Mr. L. E. Brownell, divisional controller of 
Kendall Mills, a division of The Kendall Com- 
pany, has been appointed assistant to the treas- 
urer of Verney Mills, Inc. and assumed his 
new duties on January 15, 1945. He is located 
at the company’s executive offices, 100 New- 
bury Street, Boston, Massachusetts. Mr. Brow- 
nell is a member of The Controllers Institute 
of America and a director of the Boston Con- 
trol. 


Mr. Lisle W. Adkins, controller of the Cros- 
ley Corporation, Cincinnati, has accepted an 
invitation tendered by The Institute’s Pres- 
ident, Mr. Edwin W. Burbott, to serve as The 
Institute’s representative on the Advisory 
Committee on Government Questionnaires. 
Mr. E. E. McConnell of the Norton Company, 
Worcester, is also serving on the Advisory 
Committee as The Institute’s representative. 
Mr. Adkins succeeds Mr. E. Chester Peet, 
treasurer of Shell Oil Company, who served as 
chairman of the Advisory Committee for the 
greater part of the past two years. 


Mr. Ollie W. George, formerly affiliated 
with Hoosier Cardinal Corporation of Evans- 
ville, Indiana, has accepted the post of con- 
troller of Cornbleet Brothers, Henderson, Ken- 
tucky. He has been a member of The Institute 
since June, 1943. 


Mr. John G. Young, associated with The 
Institute since July 1937, and formerly con- 
troller of the General Ship & Engine Works, 
East Boston, is now affiliated with Hutchins & 
Wheeler, it was recently announced. 


Mr. Mark A. Sunstrom, vice president and 
comptroller of International Telephone and 
Telegraph Corporation, New York, left early 
in January on an extended European assign- 
ment which is expected to keep him abroad 
for at least two to three years. Mr. Sunstrom, 
who is holder of membership certificate No. 
183 in the Controllers Institute of America, is 
well known within the organization. He was 
elected to membership in March, 1933. 


Mr. Lester M. Elliott, formerly assistant 
Secretary and assistant treasurer of the Aga 





Metal Tube Company of Springfield, Ohio, 
joined the International Derrick and Equip- 
ment Company of Columbus, Ohio, on No- 
vember 1, 1944, as comptroller of that com- 
pany. Mr. Elliott has been affiliated with The 
Institute since October 1943. 


Mr. Arthur F. Schuck, formerly with Green 
River Ordnance Plant of Stewart-Warner Cor- 
poration, Dixon, Illinois, is now controller of 
the Joseph N. Eisendrath Company, Chicago, 
Illinois. 


Mr. Vincent W. Jones, a member of The In- 
stitute since August 1937 and formerly treas- 
urer and assistant secretary of the Cleveland- 
Co-Operative Stove Company, is now connected 
with Vincent W. Jones and Associates. 


Mr. W. S. McMenemy has been appointed to 
membership on the United States panel of ar- 
bitrators of the Inter-American Commercial Ar- 
bitration Commission, in which capacity he 
will serve as an arbitrator in inter-American 
trade disputes. Mr. McMenemy is treasurer of 
the Mark Cross Company of New York and 
also is a member of The Institute. 


Mr. J. E. Savacool, holder of certificate num- 
ber 725 in The Institute, and vice president 
and controller of Mack Trucks, Inc., was elected 
a director of that company, it was recently an- 
nounced. 


Mr. Walter W. Mayne, elected to member- 
ship in the Controllers Institute of America in 
November 1942, is now with the Electrical De- 
velopment Company of Los Angeles. Mr. 
Mayne had previously served as general ac- 
counting officer with the California Consum- 
ers Corporation. 


Mr. Russell Van Horn is now affiliated with 
Butcher & Sherrard of Philadelphia, it was an- 
nounced recently. Holder of certificate No. 
374 in The Institute, Mr. Horn was previously 
with Brewster Aeronautics of Long Island City, 
New York. 


A letter received by National Headquarters 
of The Institute early in January from Colonel 
Karl Clement, of Army Air Forces, stated that 
he was in the United States again for a short 
period and expected to return to full duty at 
an early date. Colonel Clement had been serv- 
ing with the 8th Air Force, where he had 
been on General Doolittle’s staff. Prior to 
entering the Army, Colonel Clement, who has 
been affiliated with The Institute since June 
1941, was controller of the Vick Chemical 
Company of New York City. 


Announcement of the election of Mr. James 
W. Tyson II as vice president of Eastern Gas 
and Fuel Associates was made recently. Mr. 
Tyson, who will continue to make his head- 
quarters in Pittsburgh, became assistant treas- 
urer of Koppers Coal Company in 1934, the 
company later becoming the Koppers Coal Di- 
vision of Eastern Gas and Fuel Associates. 
Holder of B.C.S. and M.C.S. degrees from 
New York University, Mr. Tyson has been 
located in Pittsburgh since September 1929 
when he entered the employ of the then Kop- 
pers Company. A member of the Controllers 
Institute of America, Mr. Tyson is controller 
and a director of the First National Bank of 
Bluefield, West Virginia, and served with the 





110th Field Artillery, 29th Division, during 
World War I, seeing overseas service from 
July 1918 to June 1919. 


Mr. P. G. McAusland, who was elected to 
membership in The Institute in March, 1944, 
has been elected treasurer of the Reliance Elec- 
tric & Engineering Company of Cleveland, and 
will also continue his present duties as comp- 
troller of that company. 


Mr. W. W. Walter, formerly controller of 
Cornbleet Brothers, Henderson, Kentucky, is 
now with Curtis-Wright Corporation, Air- 
plane Division, Buffalo, New York, in the 
capacity of assistant to the director of finance. 
Mr. Walter has been a member of The Insti- 
tute since March, 1944. 


Mr. James E. Wood was recently named 
general manager of Stephano Brothers of Phil- 
adelphia. A member of the Controllers Insti- 
tute of America since August 1941, Mr. Wood 
had previously held the position of controller 
with the same company. 


Mr. Wilfred L. Larkin was recently elected 
vice president of the Boston Woven Hose 
and Rubber Company, a position he holds in 
addition to that of treasurer. Mr. Larkin, 
president of the Boston Control of The In- 
stitute, has been a member of the Controllers 
Institute of America since January 1939 and 
holds certificate number 1364. 


Mr. C. Robert Fay has been named control- 
ler of the Pittsburgh Plate Glass Company. 
Mr. Fay had been connected with Westing- 
house Electric Manufacturing Company since 
1925. 


Mr. T. A. Dunbar, formerly assistant general 
auditor of the Boston Elevated Railway Com- 
pany, has been named comptroller of that 
company, it was announced recently. Mr. 
Dunbar is holder of membership certificate 
number 1178 in the Controllers Institute of 
America, having been elected to membership 
in May 1938. Mr. Dunbar, who is serving 
as first vice president of the Boston Control 
of The Institute, is a past president of the 
American Transit Accountants Association, 
and a past national director of the National 
Association of Cost Accountants, of whose 
Boston chapter he is a past president. 


Mr. E. L. Grimes, formerly assistant secre- 
tary of the Carnation Company, Milwaukee, 
has been named as successor to Mr. H. E. 
Spears, vice president and comptroller of the 
Commercial Credit Company of Baltimore. 
In making the announcement, Mr. A. E. 
Duncan, board chairman of the company, 
stated that Mr. Spears would retire within 
a year. 


Mr. L. D. McDonald, vice president of 
The Warner & Swasey Co. of Cleveland, and 
a member of the board of directors of the 
Controllers Institute of America, recently ac- 
cepted appointment as an industry member 
on the Fifth Regional War Labor Board. 


Mr. Charles Z. Meyer resumed his former 
position as comptroller of the First National 
Bank of Chicago in December. A member of 
The Institute since September. 1938, Mr. 
Meyer, until December 6, 1944, served in the 
U. S. Army as a Lieutenant Colonel being sta- 
tioned in Washington, D. C. 
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Here is a Fridén Fully. Automatic Calculator with its 
streamlined covers removed....a figuring instrument 
comprised of thousands of parts of infinite precision 
which work together in perfect coordination to produce 
answers of absolute accuracy. 

This Fridén conceived and built mechanical mind reduces 
multiplication, division, addition and subtraction to its 
simplest form. Merely set in the factors and touch the 
proper key... for with a Fridén the calculator and not the 
operator does the work. 

Why not put this tireless and unfailing mechanical mind 
to work on your figure production? Contact your local 
Fridén Representative, or write to the Home Office in San 
Leandro, California, for complete information regarding 
these calculators which are available when applications 


for delivery have been approved by the W. P.B. 


Fridén Mechanical and Instructional Service is available in approximately 
250 Company Controlled Sales Agencies throughout the U. S. and Canada. 





FRIDEN CALCULATING MACHINE CO.,INC. 
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Just What Should the 
Annual Report Do? 


Discussing the “Real Function of An- 
nual Reports” in a recent issue of “Fi- 
nancial World,” Dr. Lewis Haney, New 
York University economist, said that ‘as 
one of the judges who undertook for Fi- 
nancial World to decide which of the 
corporations in the principal business 
groups put out the best annual reports 
last year, I found my main difficulty lay 
in the fact that such reports appear to be 
issued for different purposes. It was dif- 
ficult to decide which was best, because 
of the different objectives which appeared 
to be sought. 

“Corporation reports may be directed 
toward at least four different groups, and 
accordingly have at least four different 
main purposes and techniques. They may 
be prepared for the benefit of the stock- 
holder, regarded as an owner and in- 
vestor. They may be prepared for the 
employee, and be concerned mainly with 
employee relations. They may be pre- 
pared for the customers who buy the 
products of the corporation, and be 
designed to promote sales. Or, finally, 
they may be directed toward the general 
public, and may constitute propaganda 
with reference to legislation, taxes, and 
the like... ... 

“One impression I gained from my 
study of the hundreds of reports I ex- 
amined is that many corporations should 
make a decision as to what their main 
purpose is, and then resort to one or the 
other of two following courses: 

“Either (1) the annual report should not 
be called an annual report to stockholders, 
and should consist of four distinct sec- 
tions, one to stockholders, one to employees, 
one to customers, and one to the public; 

“Or (2) there should be four sepa- 
rate reports, one to each of the groups 
just mentioned. 


“In my judging of the reports, 1 was 
inclined to emphasize the stockholder 
point of view, and as I reflect on the 
matter I am still so inclined. The primary 
purpose of the corporation, after all, is 
to make money for the equity holders. 

“It is my considered opinion that in 
preparing annual reports for stockhold- 
ers, the management must assume that 
stockholders are intelligent. Certainly 
nothing is to be gained by depriving the 
intelligent stockholder of information 
that he might be able to use. 

“The real answer is to be found in 
simplifying and clarifying the informa- 
tion given and the methods of presenta- 
tion, so that the stockholder of average 
intelligence can and will understand. 
This approach may be greatly strength- 
ened by arousing the  stockholder’s 
interest through various devices or pres- 
entation. An interested reader often will 
understand things that one who lacks in- 
terest will not grasp.” 
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OBJECT LESSON: from Detroit 


A timely reminder to businesses seeking a stronger ] 


position in their industries—in the period ahead 


Teron after World War I—how certain automo- 
\ bile manufacturers pulled ahead, while others went 
into reverse? 

Some were quick to take advantage of the modern 
mass production methods that were being developed. 
Others were not. 

Those which succeeded in reducing non-productive 
costs, were able to put a better and better product within 
reach of more and more pocketbooks. Their profits 
clicked into high gear. And the national economy hitch- 
hiked right along with them. Pay checks also fattened. 
Millions of new jobs were created. 


Another Opportunity Is Waiting Today 


But this is 1945. Where can you look, today... and 
tomorrow ...for cost reductions that will enable you 
to produce more for less? 

Where? Relatively few businesses have yet discovered 
it. But it’s probably the most promising area for the 
application of work simplification that exists, today. Jn 
written systems of control. In office and plant paper work. 


Costs Swollen to Four Times Their Former Size 


You get some idea of the potential savings when you 
learn that direct paper-work costs have almost quad- 
rupled since 1900. But consider that systems of control 
affect every physical activity of business and industry 
...and you'll see that inefficient paper work multiplies 
itself throughout every office and factory operation. 


The system procedure, the writing method, the form 
design that wastes time, can lead to waste of materials, 
manpower and machines reaching staggering proportions. 


What Can Be Done About It? 


Here’s what a New England manufacturer did about it. 
As a result of analysis with The Standard Register Com- 
pany’s aid, a new tool manufacture order system and pro- 
cedure were developed. Paper work was immediately 
reduced (one record replacing three), with a toolroom 
saving of 4,000 man hours a month. And the tool delivery 
schedule was reduced from seven weeks to one. 

An unusual case? Perhaps. But The Standard Register 
Company, through its broad experience, unique facilities 
and sound techniques, has helped effect five- and six-figure 
savings for hundreds of leading companies. This service 
is thorough, methodical, follows a step-by-step plan which 
gets at the basic problems and finds the answers with the 
greatest possible speed—and without upsetting your 
office routine. 


Would you like to know more? WRITE 
TODAY, for our new, informative 
folder, “The A-B-C’s of Work Simpli- 
fication," together with sample Form- 
craft Digest and outline of over 50 
specific cases of cost saving through scientific form and 
system improvement, Or ask us to send a representa- 
@ tive to discuss your problems. 





THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 
DAYTON 1, OHIO 


Pacific Coast: Sunset McKee-Standord Register Sales Co., Oakland, Californi 


Canada: Crain Printers td., Ottawa. London: W. H. Smith & Son, Lid 
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“CALCULATING (8 
BUT ONE OF MY 
OFFICE DUTIES /” 


“I chose to learn Marchant 
because it took only a few days 
instead of months and months. 
In the time saved, I’ve fitted my- 
self for several other office duties. 


“And is my boss pleased! When 
the calculating is rushed, I pitch in 
to help finish it. When it is slack, 
I do the billing, posting, or any- 
thing necessary. 


2S, the boos nays 


“this i employee use -fac- 
cg tet = He also likes 
Marchant for its 

20 points of 

Superiority 

ne of which is 

AUTOMATIC SIMULTANEOUS 

MULTIPLICATION” 
On work like “37 pieces @ .82= 
30.34” 500 copied answers per hour 
is standard. Large-factor work in 
proportion. 


























po. Deliveries according to WPB schedule. 


Le —S 


N 


SUENTSPEED ELECTRIC 
CALCULATORS 





Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U.S. A. 


SALES AGENCIES AND MANUFACTURER'S 
SERVICE STATIONS GIVE SERVICE EVERYWHERE 
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PROCESSING TERMINATIONS 
(Continued from page 66) 











After the settlement has been nego- 
tiated and the settlement agreement with 
the customer has been signed, a copy is 
forwarded to the General Contract Ter- 
mination Division where the file on the 
entire case is reviewed to see that all 
terms and conditions of the agreement 
have been met. A memorandum is then 
forwarded to the General Controller ad- 
vising him that the case is completed and 
the file is transferred to the permanent 
records room for preservation. 

I have purposely omitted the disposal 
of material from the foregoing table of 
events since it need not arise at any par- 
ticular point and in some instances does 
not arise at all because the customer may 
decide to take title to the material. How- 
ever, when we are authorized to dispose 
of material, we have found it efficient to 
utilize the services of our Surplus Ma- 
terials Division. 

So much for the foregoing outline of 
the basic action in handling contract re- 
adjustment. The scheduling of action and 
follow-up is accomplished as follows: 


1. A copy of the customer’s notice of termina- 
tion is received in the General Controller's 
Department. Unless the sales order supple- 
ment is issued promptly, the Contract Read- 
justment Division is required to furnish the 
reasons for delay and they must be approved 
as acceptable by the customer. 

2. Within 48 hours after distribution of the 
sales order supplement, the Plant Contract 
Termination Division must furnish the Gen- 
eral Controller's Department with a schedule 
of when the following will be accomplished: 
Date inventory will be submitted for pric- 

ing. 

Date priced inventory will be submitted to 
General Contract Termination Division. 
Date last purchase order cancellation re- 

quest will be issued. 


In the event schedules are not received 
in 48 hours, or it is found that they can- 
not be met, customer approved reasons 
must be furnished to the General Con- 
troller’s Department. 


iS) 


. The Vendor Cancellation Division of the 
Purchasing Department must issue tele- 
grams to vendors within 48 hours after re- 
ceipt of the request for purchase order can- 
cellation, or, again, customer approved rea- 
sons for the delay must be furnished to the 
General Controller's Department. 

. Upon receipt of the schedules described in 
No. 2 above, the General Contract Termina- 
tion Division must advise the General Con- 
troller as to the scheduled filing date of the 
final settlement proposal. 


S\ 


The foregoing program was not a 
quickly established reality. It is the result 
of experience gained while endeavoring 
to take care of a situation that arose 
before any rules were written. As evi- 
dence of its practicability we point with 
pride to the fact that we have handled 
approximately a thousand prime termina- 
tions involving the negotiation and settle- 


ment of several thousand subcontractors’ 
claims. 

However, it would be unfair not to ad- 
mit that what has been accomplished has 
been made possible by the wholehearted 
cooperation we have received from the 
representatives of the government agen- 
cies with whom we deal. Consequently, | 
feel that a piece of advice worth mention- 
ing as a closing note is, discuss your prob- 
lems with your Readjustment Officer, or 
your prime contractor, or both. You will 
find that they are as anxious as you to get 
things settled. 


Can Democracy Survive the 
Battle of Pressure Groups? 


Pointing to more than 400 organized lobbies 
in Washington as examples, Stuart Chase in a 
new report to the Twentieth Century Fund says 
our democracy itself may not survive the bitter 
battle between warring pressure groups in 
America. The noted writer on economic sub- 
jects, looking ahead to some of the questions 
that will face peacetime America, says: “If the 
pressure group free-for-all holds the stage, eco- 
nomic breakdown is not far away.” 

Portions of Mr. Chase’s report, issued in 
January under the title Democracy Under Pres- 
sure: Special Interests vs the Public Welfare, 
were made public recently by Evans Clark, Exec- 
utive Director of the Fund. 

Mr. Chase notes the extreme diversity among 
pressure groups, representing all kinds of eco- 
nomic, political and social interests, and says 
the 400 Washington lobbies might be roughly 
classified in five groups: 


The Big Three—official business, labor and 
farm organizations. 

Specialized producers, such as cattlemen, pub- 
lishers, citrus growers, broadcasting stations, 
telephone interests. 

Professional and occupational groups, such as 
the bankers, insurance companies, advertisers, 
real-estate men, exporters and importers, doc- 
tors, teachers, lawyers. 

Reformers, such as the conservationists and the 
birth controllers. 

The government in exile, who are protesting 
loudly against actual or anticipated injustices 
to Ruritania. Never forget that Ruritania’s sons 
can swing a tight election in a number of Con- 
gressional districts. 


Looking into the origins of the problem, 
Stuart Chase finds: “The pressure groups which 
are the despair of patriots are not a sudden 
calamity. They grew up with the country, like 
soil erosion. They are the direct result of cer- 
tain economic developments and tensions.” 

Mr. Chase lists a large number of interests 
now putting pressure on our economic system, 
such as certain manufacturers wanting tariff 
protection, while others work for free trade, and 
says: ‘The objective behind these wants is usu- 
ally a direct subsidy for the interest itself, or a 
hand grenade for a competitor. Practically all 
the labors of the economic pressure groups r¢- 
volves around these twin goals. Observe, how- 
ever, that such goals are often in violent conflict 
as among the several groups. This is no harmony 
chorus.” 

Analyzing why pressure groups exist at all, 
Mr. Chase points to the tendencies toward 
monopoly, restricted output and high prices 
found in almost all economic special interests, 
and says often these practices are started as @ 
protection against the perils and uncertainties 
of the market. ‘The monopoly movement thus 
appears in a strange new light, as a natural 
human defense. Monopolies were formed to 
protect businessmen from the violent ups and 
downs of the Market, precisely as trade unions 
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A new Building 


Ofl a 


This New Building Isolated A Danger- 
ous Fire Hazard, And Paid For Itself 
In Three Years By Reducing Fire 
Insurance Costs 60%. It Was Occu- 
pied With No Production Holdup. 


ONSTANT dangers to the plant 
were the spray booths, dip tanks, 

and high temperature ovens in the 
main building ...dangers that were 
reflected in the high fire insurance rate. 
At our recommendation, our client iso- 
lated this part of his operation in a 
new fire-resistive building, reducing 
the insurance premium so drastically 
that it paid for itself in three years! And 
all without losing a day’s production. 
That kind of “imaginative engineer- 
ing” is another plus of Marsh & MSLen- 
nan service...one that costs you nothing. 


SILVER 
PLATTER 


We urge you to use it whenever you plan 
alterations or additions in plant layout. 

As your insurance broker we seek only to 
further your interests ... working with the 
insurance companies best suited to your 
needs. For complete information, write or 
telephone the nearest office listed below. 


Established in 1871 


MARSH & MELENNAN 


INCORPORATED 
INSURANCE 
Chicago New York 

Boston Detroit San Francisco 
Pittsburgh Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth 
Phoenix Columbus Indianapolis 
Portland etinantinteaidiaittit Milwaukee 

London Montreal Vancouver 
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were developed to protect workers from the 
howling blizzards of the free market in labor. 
If monopolies are part of this social defense 
mechanism, clearly they cannot be liquidated 
blindly.” 

Showing how some forces have worked out 
in actual practice, Mr. Chase says: “Big Busi- 
ness, Big Labor and Big Agriculture have all 
organized monopolies after their fashion and 
left the fluid play of free competitive forces far 
behind them. In support of their organized 
economic interest, each has established powerful 
political lobbies to bring pressure on both fed- 
eral and state governments.” 

In a sense Mr. Chase regards pressure groups 
more or less as a natural projection of bigness 
and monopolistic tendencies into the political 
arena. “The strategy is as elemental as an 
army's: to take more territory, and to kill off 
the opposition.”” He lists the following four 
steps in national political pressure: 


First, get the “right’’ Congressman elected. He 
will vote for our bills. This means campaign- 
ing in the field. 

Second, turn the heat on Congressmen already 
elected. 

Third, influence an administrative agency to in- 
terpret bills in the “right” way. This is usually 
harder than influencing Congress. 

Fourth, fight the constitutionality of unfavor- 
able bills through the courts, right up to the 
Supreme Court. 


Mr. Chase finds that special interest some- 
times runs parallel to the public interest. “The 
labor bloc lobbied for the Child Labor Amend- 
ment. . . . The doctors have campaigned from 
time to time for pure food and drug legislation. 
The farmers have sometimes got behind con- 
servation measures.” 

Mr. Chase points out that ‘there are no lob- 
bies representing the whole consumer interest.” 
He says that private citizens, faced with the 
ever increasing power of pressure groups, have 
often turned to the government to umpire be- 
tween warring pressure groups and to repre- 
sent the consumer interest. ‘““When Big Busi- 
ness, Big Unions and Big Farmers moved in 
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upon the government, the community had to 
develop the Big State to cope with them.” 

In completing his analysis of the way lobbies 
operate, Mr. Chase raises the fundamental ques- 
tion of whether lobbyists really express the 
point of view of the persons they are supposed 
to represent. He says: ‘‘A skilled lobbyist has 
an economic interest in his job. Like the rest 
of us, he prefers to have it seem important. . . . 
If lobbies represented only the common denom- 
inator of their members, and not the personal 
ambitions of the lobbyist as well, they might be 
less of a menace.” 





EXPERIENCE RATING 
(Continued from page 76) 











“A free competitive enterprise economy is 
to some extent a changing economy under 
which wage and income losses are inevitable. 
These losses are due in large part to the very 
fact that in a@ free society the individual, as 
well as the business firm, is free to spend in- 
come and make investments at will. Decisions 
not to spend or invest mean job losses. Job 
and wage losses are, therefore, to some extent 
inherent in a free society. Society has always 
and everywhere protected its citizens in need, 
and therefore a social security program does 
not necessarily mean a net increase in cost. An 
orderly plan, under which all or nearly all 
citizens contribute funds for their own protec- 
tion when in need, constitutes a better method 
than to wait until a crisis or an emergency oc- 
curs. 


“Job and wage losses are * * * * jnher- 
ent in a free soctety.” What we do and what 
we don’t do, personally and in business life, 
affects, directly or indirectly, someone else. 
The theory of ‘Experience Rating” is that an 
employer should only pay a tax measured by 
the impact of benefits paid to his ex-em- 
ployees. Who can say what the direct and in- 
direct impact of any particular employer has 
been, is now or will be? The things we do 
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are so inextricably bound up in their affects 
on others that no one can say that his success 
in maintaining employment on or near a. con- 
stant is due to his own efforts or ingenuity. 
We have a war that has stabilized employment 
for a great many employers. What will the peace 
do to these employers? Should they be penalized 
for devoting their efforts to war production? 
We have habits or customs or we follow tra- 
ditions that cause seasonal employment and 
unemployment. We embrace new products 
and obsolete old ones, causing surges in some 
employers activities and decreases in others. 
The round-the-calendar producer uses season- 
ally produced materials, supplies and services, 
causing seasonal peaks and valleys in his sup- 
plier’s employment. We spend lavishly in the 
pre-Christmas season. We splurge on clothes 
for the Easter parade. We crowd the movie 
houses in the winter season and leave plenty 
of vacant seats in the summer season. We 
spend our money in the cities in the winter 
and in the country in the summer. We go 
north and south with or a little behind the 
birds. We have June brides and as a natural 
consequence a lot of newsprint is consumed 
advertising baby things in the late winter and 
early spring. Although war conditions have 
messed up some of these customs, all these 
things are “inherent in a free society.” 


“An orderly plan, under which all or nearly 
all citizens contribute funds for their own pro- 
tection when in need, constitutes a better 
method than to wait until a crisis or emer- 
gency occurs,” 


The unemployment compensation law of 
New York state as it now stands on the books 
is an “orderly plan’; a simple, orderly tax 
plan for collecting the contributions of “all 
or nearly all citizens” in accordance with their 
ability to pay; a simple, orderly tax collected 
for the general welfare; for the general wel- 
fare of the fortunate employed as well as for 
the unfortunate unemployed; for the fortunate 
employer as well as for the unfortunate em- 
ployer; for the general welfare of all the 
citizenry. And it is “all or nearly all citizens” 
who pay the tax—in the cost of goods or serv- 
ices the citizenry purchases. 

If the fear is that the fund will grow too 
large the correction does not lie in preferential 
taxation. Rather the correction should take 
the form of a reduction in rates for every 
taxpayer after the adequacy of the fund has 
been definitely established. There is no naivette 
in the reduction suggestion. New York state 
legislators have shown themselves actively 
sympathetic to tax reduction measures when re- 
duction is justified, or the need for high taxes 
has passed. Sound taxation would provide for 
maximum tax rates in prosperous times and 
minimum rates in depression times. 

It is not sound taxation to tax the labor con- 
tent of one product at one rate and the labor 
content of another product at a different rate. 

It is not sound taxation to tax a product em- 
ploying 8 people and exempt a product em- 
ploying 7 people. Congress and the legisla- 
tures should correct this discrimination. All 
employers should be taxed. 

Retention by industry of a substantial part 
of any savings that may occur because of “Ex- 
perience Rating’’ is a snare and delusion. In- 
dustry, collectively, throughout the state and 
nation is paying too great a portion of its in- 
come in taxes based on income to leave any 
“substantial” part of any increase in income 
available for the postwar position of industry 
—or, for that matter, available for any other 
purpose. The postwar position of industry will 
be better if there be stable or decreasing tax 
rates in view, rather than a fear of increases 
brought about by conditions beyond the control 
of any of us. Reconversion to a peace economy 
should not carry a tax penalty for any one. 
When all taxpayers pay taxes on the same base 
at the same rate there can be none penalized. 
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18,500 papers per girl 
per month handled with 
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TRIPLE CHECK AUTOMATIC 


one of Remington Rand’s 8 efficiency systems 


“TJ ECAUSE speed and accuracy 

of filing are so important to 
general operating efficiency, the 
B. F. Goodrich Co. maintains the 
latest equipment and the best in 
filing systems,’ says Mrs. Ruth 
Miller, Supervisor of the General 
Files and Library at the company’s 
home office in Akron. 


As in many of the nation’s most 
efficient offices, this means Triple 






Check Automatic and top-quality 
Remington Rand filing cabinets. 

The ‘‘T.C. A.” is known as the 
world’s most accurate filing plan. 
You file by name, check by num- 
ber, then color tells you that you’ re 
right. A unique principle of index- 
ing makes this also the world’s 
fastest system. At B. F. Goodrich 
two clerks easily file 37,000 papers 
as a monthly average and also per- 


form various supplementary duties. 


Files in letter, legal, card and bill 
sizes... cabinets in the 2-drawer 
letter size for desk-side use and 
§-drawer space-savers for depart- 
ment filing... Variadex indexing in 
the Personnel. and Accounts Pay- 
able Department...these round 
out for B. F. Goodrich a set-up free 
from bogged-down, ‘“‘flat tire’’ 
filing. 


FREE OFFICE MANUAL aa valuable idea-book and up-to-date buying 


guide. Save time, get what you want when you buy! Ask our nearest Branch 
Office for “The Office Manual of Better Filing Supplies”. 





SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 


COPYRIGHT REMINGTON RAND INC, 
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Brief Items of Interest to Controllers 








Clarify Rights of Executives 
In Surplus Disposal 


A portion of the Surplus Property Act which 
has tended to prevent qualified business execu- 
tives from taking part in the government's dis- 
posal program has been clarified by Attorney- 
General Biddle, “The New York Journal of 
Commerce” reported recently. 

A memorandum discussing Section 27, deal- 
ing with private practice by former govern- 
ment employees, was prepared by the Attorney- 
General’s office in answer to a request of Sec- 
retary of the Treasury Morgenthau, whose 
procurement division handles sales of all con- 
sumer goods with the exception of foods. 


FREIGHT 








REDUCED 


through recovery of tariff 
overcharges, and analysis 
and revision of rates ap- 
plying on your traffic, by 
having your freight bills 
reviewed by 


Transport ee 


Freight Rate Adjusters, 
Traffic Consultants 
1 60 WALL ST., NEW YORK 5, N. Y. 


Let us know more about your service. 











In general the section prohibits any former 
employee of a Government surplus property 
agency from acting as an agent in surplus 
property matters for two years after leaving the 
government. 

The Justice Department’s memorandum 
points out that only employees who have had 
authority to ratify, approve or authorize the 
disposition of surplus property are involved. 
An employee would not usually include a 
corporation which had a contract with a gov- 
ernment agency to sell government property. 

If the law is rewritten or amended by Con- 
gress, and there have been many indications 
that it will be, legislators will take note of 
the memorandum’s comment that the act does 
not prohibit a former employee from buying 
as principal from his former agency, nor does 
it restrict his freedom to deal with any other 
agency than the one in which he was employed, 
it was pointed out. 

Whether or not the disposal of property 
under the provisions of Section 14 of the act, 
which deals primarily with contractors’ inven- 
tories, comes under the penalties of Section 27 
is treated at length. If the disposed property 
was qualified as surplus by the owning agency, 
Section 27 applies; otherwise not, the memo- 
randum states. By and large, the holding or 
selling of contractor inventories by a war con- 
tractor before the government has taken _pos- 
session is not held to be a disposition of sur- 
plus property within the meaning of Section 27. 


Improvement in Ship 
Accounting Urged 


The log as an accounting unit in round and 
triangular voyages would be more realistic and 
vastly more informative than the voyage ac- 
count, asserted F. V. Collinger, partner in Ar- 
thur Anderson & Co., in an address at the re- 
cent annual dinner of the Association of Water 
Transportation Accountants in New York, of 
which Mr. Herbert H. Miebach, comptroller of 
A. H. Bull Steamship Company and a member 
of the Controllers Institute of America, is 
president. In addition to Mr. Miebach, who 
is serving his third year as head of the Asso- 
ciation, two other Institute members are prom- 
inently identified with the group, Mr. William 
G. Becker, comptroller of the Isthmian Steam- 
ship Company, New York, being vice pres- 
ident; and Mr. W. T. Cole, auditor of Alcoa 
Steamship Company, Inc., of New York, being 
second vice president. 

The accounting classification of the Mari- 
time Commission and the Interstate Commerce 
Commission, Mr. Collinger stated, could be 
made more nearly comparable and he urged 
steamship companies using these classifications 
not to follow them slavishly but to subdivide 
them in such a way so that information useful 
for administrative as well as regulatory pur- 
poses could be obtained. 

“Wartime operation has gotten both man- 
agement and accountants into bad habits and 
the shipping industry is no exception,’ Mr. 
Collinger said. ‘The emphasis, and rightly so, 
has been on production and the delivery of 
vitally needed munitions and supplies. Costs 
have necessarily been given secondary consid- 
eration. Records have been kept for the pri- 
mary purpose of obtaining proper and timely 
reimbursement from the government for mon- 
eys spent or ships chartered and of rendering 
reports to the government. It has been neces- 
sary greatly to expand accounting departments 


during a period of help shortage and in a labor 
market which never contained steamship ac- 
countants in any great number. In spite of all 
this, wartime problems are well on their way 
toward solution and your accounting depart- 
ments are probably stronger than at the out- 
break of war. But accounting during the pe- 
riod of government operation has become an 
end in itself. Under competitive conditions, 
accounting is a means toward successful op- 
eration. 

“The return to private operation and com- 
petitive conditions will call for a shift of em- 
phasis to profit. Live, dynamic and accurate 
determination and forecasting of financial and 
operating facts can help the executive who 
must be responsible for profitable operation. 
Accounting is a service and it serves best when 
it helps operation.” 


Business Needs “Open Door” Policy 
in Its Human Relations 


Adoption by American business of an “open 
door” philosophy in dealing with employes 
and the public and a concerted effort to solve 
the problems of human relations were urged 
by James W. Irwin, management counsel on 
industrial, public and stockholder relations of 
Nationa! Dairy Products Corporation, in an 
address before the annual meeting of the In- 
stitute of Life Insurance, held recently in New 
York. As part of this program, Mr. Irwin sug- 
gested that American business should give 
serious consideration to creating for women a 
greater role in management. 

“Management is beginning to know more 
about labor,” said Mr. Irwin, “but let’s be 
frank and admit business appears to know next 
to nothing about women. Certainly, in normal 
circumstances, women affect the purchasing 
power of the country, particularly in the pur- 
chase of home services, clothing and other 
items of a personal nature. I am wondering, 
therefore, whether the time is not drawing 
near when many companies will select a 
woman officer whose responsibility will be the 
development of acquaintanceship with the lead- 
ers of women’s national organizations, and an 
interpretation for her associates in management 
of the women’s point of view toward company 
activities, products and services.” 

Developing his theme, Mr. Irwin said: 

“Any company or industry or association 
should be articulate in frankly stating its poli- 
cies at every opportunity. In effect, this “open 
door’ philosophy raises the curtain on internal 
operations sufficiently to allow any observer to 
conclude that what goes on within the house 
is right and good.” 


Accounting Research Bulletins 


Two recent accounting research bulletins is- 
sued by the Committee on Accounting Proce- 
dure of the American Institute of Accountants, 
cover “Accounting for Income Taxes” (num- 
ber 23) and “Accounting for Intangible As- 
sets” (number 24). The Committee preparing 
the reports, is under the chairmanship of Mr. 
Walter A. Staub, certified public accountant. 


Canadian Tax Facts 


The new Dominion of Canada Taxation 
Service was announced early in December by 
Prentice-Hall,. Inc. of New York. Special 
features of this service include explanatory text, 
forms, supplementary reports and studies. 
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PAYMASTERS!!! 


Here's the Solution 
to Your 
Withholding Tax 
Problem 


E-Z DIAL 


TAX 
FINDER 





Insures Accuracy 


Speeds Payroll Work 


As Approved by Prentice-Hall, Inc., New York 


ACTUAL SIZE 12” x 12” 


ONLY ONE SIMPLE OPERATION—AND THE OPERATOR HAS THE CORRECT ANSWER 


Merely move the wage dial to the desired wage amount and the correct amount of tax to be 
withheld automatically appears over the number of exemptions claimed. 


947% of all tax computations fall in the 0 to 4 exemption brackets which appear on the face of 
dial. 5 to 10 exemption brackets appear on the reverse side. Both sides of dial operate in the same 
way. 


All figures in bold face type are easily read without eye strain. 


E-Z dial tax finder is not a gadget—but rather an office device, sturdily constructed, and def- 
initely essential to any efficient payroll operation. 


Supplied with either daily-weekly, bi-weekly or semi-monthly wage dials. 


We believe the E-Z dial tax finder is the fastest and most accurate device of its kind on the 
market. Price $4.95 each. 


CONSOLIDATED BUSINESS SYSTEMS, INC. 


30 Vesey Street, New York 7, N. Y. 


DESIGNERS AND MANUFACTURERS OF REDIFIXT W2 SPEED FORMS 
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Reviews of Recent Publications 








Legal Handbook 


CREDIT MANUAL OF COMMERCIAL 
LAWS, 1945 edition. Published by the Na- 
tional Association of Credit Men, One Park 
Avenue, New York 16, N. Y. $6.50. 

The thirty-seventh annual edition of this 
hand-book of the laws governing business 
transactions represents the efforts of the second 
largest business organization in the country 
to provide a quick reference guide on the legal 
-aspects of business. As in previous years the 
1945 Credit Manual gives a summary of the 
federal laws and regulations which affect gen- 
eral business transactions. Foreign trade reg- 
ulations, the Walsh-Healy Act, the Robinson- 
Patman Act, Wheeler-Lee Act, Fair Trade 
Laws, and Regulation W, are among the topics 
discussed in such a way as to give the busi- 
ness man a quick reference summary. In one 
extensive chapter the new Joint Regulation of 
the War and Navy Departments on Settlements 
of Terminated War Contracts is covered. 

The editors have included a new chapter in 
this year’s edition covering the rights of the 
seller in cases of contract cancellations. An- 
other new chapter deals with the laws in the 
several states on the assignment of accounts 
receivable and another deals with the laws 
governing factors’ liens. 

The new Credit Manual of Commercial Laws 
also provides a general discussion of the law 
of contracts, sales, secured contracts, liens, the 
laws governing collection and a complete dis- 
cussion of creditors’ rights in bankruptcy cases. 

Reviewed by PAUL HAASE 


National Planning 


CREATIVE DEMOBILISATION. By E. A. 
Gutkind. Published by Oxford University 
Press, New York. Two volumes. $6.00. 

These two volumes are part of the Interna- 
tional Library of Sociology and Social Recon- 
struction which comprises a series of publi- 
cations concerned with world problems of eco- 
nomics and social planning. Originating in 
England, they are of interest because they pro- 
vide viewpoints current in that country in con- 
nection with problems that are now facing 
every nation. 

The first of these two volumes is concerned 
with principles of national planning on a na- 
tional scale, presenting the framework of a 
master plan rather than details. In the second 
volume, Mr. Gutkind presents a series of case 
studies in national planning which is divided 
into sections concerning human geography, ag- 
riculture, industry, decentralization and dis- 
persal. 

Reviewed by PAUL HAASE 


Income Tax Guide 


FOR PERSONAL INCOME TAX. By Peter 
Guy Evans and J. Stanley Halperin. Published 
by Evans and Halperin, New York 1, N. Y. 25 
cents. 

This excellent little tax guide, of only 24 
pages, contains all the information needed by 
persons who receive most of their income from 
salary or wages. Its authors, lawyers and lec- 
turers on taxation, do not waste a single word 
in telling the taxpayer what is expected of him, 
what to deduct, and what the tax will be. 
Their directions are clear, simple and concise, 
intended for the usual taxpayer with the usual 
tax problems. 

The 1945 Edition, completely revised, cov- 


ers the three ways of preparing the 1944 in- 
come tax return available to the taxpayer. The 
authors have incorporated, in detail, sections 
on the new exemptions, dependents, computa- 
tion of tax or refund, and the like. It also con- 
tains all the new forms, properly filled out. 
Checklists and worksheets make it impossi- 
ble to overlook deductions for interest, hur 
ricane loss, taxes, business or job expenses, and 
such. In fact, something new has been added— 
a special copyrighted worksheet which makes 
it easy to figure the lowest tax or the biggest 


refund. Helpful suggestions are to be found 
on every page. 
“For Personal Income Tax’’ is compact, 


small and yet amply detatled. The captions 
call attention to each particular situation con- 
fronting the ordinary taxpayer, and the illus- 
trative set-ups are another helpful feature. 
Reviewed by PAUL HAASE 


An Indispensable Handbook 


“HANDBOOK OF ACCOUNTING METH- 
ODS,” by J. K. Lasser, Editor. Published by 
D. Van Nostrand, Inc., New York. 1349 
pages. $10. 

This is probably the biggest book since pa- 
per rationing. It fills the long-time need for 
a handbook for the professional accountant, 
system designer and others interested in ac- 
counting which would give complete and spe- 
cific methods of accounting for typical busi- 
nesses and industries. Accordingly, J. K, Las- 
ser succeeded in this herculean endeavor by 
putting out the “Handbook of Accounting 
Methods” with the assistance of sixty-one con- 
tributors selected from the field of certified 
public accountants, controllers, executives and 
professors, all well-known in their special 
fields. 

The first section of 250 pages, written by 
the able Bert V. Tornborgh, contains an ex- 
cellent treatment on ‘How to Design an Ac- 
counting System.” For those interested in the 
average-run of accounting system installation, 
this section should prove most invaluable. It 
covers the purposes and mechanics of account- 
ing and principles of system designing; pur- 
chases and accounts payable; payrolls; cash 
receipts and disbursements; inventories and 
stock records; sales and accounts receivable; 
selling and administrative expenses; various 
asset accounts; cost systems and procedures; 
mechanical accounting and office appliances; 
budgets and how to use them; and finally, re- 
ports to management. 

The next section, pertaining to record keep- 
ing for tax and other legislation, deals specif- 
ically with federal income taxes, payroll tax 
laws, wage and hour law and other regulatory 
legislation. 

The third section, comprising nearly 900 
pages, is devoted to accounting methods and 
accounting set-ups for seventy-one typical busi- 
nesses and industries ranging from ‘“‘Advertis- 
ing’ to “Wholesalers,” including ‘Individual 
and Family,” “Hospitals,” ‘‘Restaurants,” and 
‘“Morticians.”” Enterprises covered include in- 
dustrial as well as the service and cultural type. 
Their peculiarities are uniformly set forth in 
understandable language under the following 
captions: Brief description of Business and its 
Administration, Theory of Accounts, Accounts 
Required, Operating Statements, Balance Sheet, 
and Bookkeeping Methods. Because the sub- 
ject matter is so concisely and succinctly pre- 
sented, the industries are covered in about a 
dozen pages each. Despite this achievement, 
it is sufficiently detailed. 


The final section, over one hundred pages, 
contains a comprehensive bibliography of ac- 
counting systems for the typical industries 
covered by the Handbook and many others. 

Its broad coverage, its abundance of forms 
and charts, and its immense bibliography make 
the Handbook indispensable to every account- 
ant. 

Members of the Controllers Institute who 
contributed to the Handbook follow with the 
subject matter: J. A. Laws, Jr., on “Chain 
Stores; Daniel M. Sheehan, on ‘Chemical 
Industry; and J. Harold Smith, on “‘Distiller- 
ies. 

Reviewed by PETER Guy EvANns 


“Curbing Inflation through Taxation” 
Published by Tax Institute 


In the review of ‘Curbing Inflation through 
Taxation,” published in the December issue of 
“The Controller,” the volume was identified in 
the final paragraph of the review as being pub- 
lished by the Tax Foundation. The name Tax 
Institute should have been used instead of Tax 
Foundation. The publisher was properly iden- 
tified in the earlier portions of the review. 


Federal Accounting 
Method Criticized 


The situation in federal accounting was sum- 
marized by Lloyd Morey, comptroller, Univer- 
sity of Illinois, in a recent address before the 
American Institute of Accountants in St. Louis, 
as follows: 

(1) The United States Government in 1944, 
although it has more accounts than any single 
enterprise in the world, does not have a co- 
ordinated, efficient, and informative account- 
ing system. 

(2) In spite of oft repeated assurances about 
the existence of a ‘watch dog of the Treasury” 
and of catching improper expenditures “be- 
fore the money is spent,” and in spite of metic- 
ulous checking of individual transactions, the 
United States Government does not have an 
auditing system which measures up to pres- 
ent day business standards. 

(3) Although the United States Government 
issues more financial reports than any other 
public agency, these reports are incomplete, 
uncoordinated, and in no instance provide a 
single concise and comprehensive summary of 
the overall financial operation and condition of 
the government. 

(4) The divisions of the government re- 
sponsible for handling financial transactions in 
many instances are prevented from keeping the 
accounts they need, are required to render re- 
ports that are of little or no value to them, and 
not coordinated, and are subjected to an in- 
volved and slow process of voucher audit which 
does not give them the protection and assist- 
7 that a comprehensive audit should pro- 
vide. 


Computing Withholding Tax 


‘“‘Deductax,” a simple and practical device 
for speeding accurate computation of 1945 
withholding tax deductions, has been an- 
nounced by the Systems Division of Remington 
Rand, Inc. An exclusive, patented arrange- 
ment of listing the more than 90 sets of fig- 
ures in each of the weekly, semi-monthly an 
monthly official withholding charts brings the 
correct deduction amount for any wage bracket 
directly opposite the amount earned by the em- 
ployee. This insures ease of reading, accurate 
recording and extremely speedy operation. 

Small and compact, ‘‘Deductax”’ slips easily 
into a desk drawer when not in use. It is 
sturdily built of 24 gauge non-critical metal, 
with a precision-turned plywood roller that 
turns easily to bring chart figures in perfect 
alignment, with only a quick turn of the wrist. 
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~ SEND FOR YOUR COPY 


The ABC 
of Contract 


Termination 


IT TELLS YOU—How to prepare for contract termination 


by the Government 


—S=—=—__=_ 
— 


If you’re looking for some basic, down-to- 
earth help on termination problems you’!I 
want a copy of our booklet, ““The ABC of 
Contract Termination.” 


It gives you workable suggestions for 
the establishment of your termination 
organization. It outlines a typical intra- 
organization procedure which can easily 
be adapted to fit your own requirements. 


This simple but completely practical 
procedure is based on the use of the 
Mimeograph* duplicator. It reduces all 
paper work involved to its simplest terms. 
It assures smooth and accurate coordina- 
tion. It meets all Government require- 
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— How to produce this paper work quickly and efficiently 


ments, including the very important one 
of permanency in copies. 


It makes it possible to set your termina- 
tion machinery in motion within an hour 
after receipt of the notification telegram. 


Representative industries, both large 
and small, have approved this method and 
are already using it. Get full details now 
by mailing the coupon below. 


A. B. Dick Company icago 
A.B. D C , Chicag 


P.S.—As part of our service in connection with contract 
termination, Mimeograph Die-Impressed stencils of the re- 
quired OCS forms are available at once from your authorized 
Mimeograph distributor. This eliminates the need for pre- 
printed forms. Type inventory information in position on one 
of these stencils and reproduce form and fill-in together—as 
many copies as you need. 








Mimeograph duplicator 


A. B. DICK COMPANY, Dept. Q-245, 720 W. Jackson Blvd., Chicago 6 





P Send me a free copy of your booklet, “The ABC of Contract Termination.” 
rr WAI asic Sai cs eb had enh, Faun gp Ree Selatan eee Bante dee 
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*MIMEOGRAPH is the trade-mark 
of A. B. Dick Company, Chicago, 
registered in the U.S. Pat. Off. ADDRESS 
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COPYRIGHT 1945, A, B. DICK COMPANY 
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14 Points in Pension Plans Analyzed 
at Hartford Control's Meeting 


At a meeting of the Hartford Control of the 
Controllers Institute, held on November 9, 
1944 at Hartford, Connecticut, the topic dis- 
cussed in open-forum style was ‘Fourteen 
Points In Pension Plans.” The speaker was 
Meyer M. Goldstein, C.L.U., Director of the 
Pension Planning Company of New York City 
and General Agent in the same city for the 
Connecticut Mutual Life Insurance Company. 
Mr. Goldstein stated that the 14 points most 
frequently covered in management questions 
are: 

1. Should we have an Employee Benefit Pro- 

gram? 

2. What will our Company gain from an Em- 

ployee Benefit Program? 
3. What type of Employee Benefit Program 
should we have? 
. What will it cost this year? 
. What will it cost in subsequent years? 
. What about years of bad business? 
. Have we the power to alter and terminate 
the Program? 
. What employees should be eligible for 
membership in the Program? 
9. What benefits should be included in the 
Program? 

10. How about taxes? 

11. How about salary stabilization? 

12. What about the employer-employee rela- 
tions aspects? 

13. What is a fair cost to stockholders? 

14. What financial method should we con- 
sider? 


NWA D 


be) 


Mr. Goldstein then commented on each of 
these 14 points. 


1. Should we have an. Employee Benefit Pro- 
gram? 

Every employer has an Employee Benefit 
Program. It is simply a question of what 
kind of Program. In other words, every Com- 
pany has some kind of a policy with reference 
to the Company's attitude when any of the fol- 
lowing four events takes place: 

a. an employee becomes totally disabled. 

b. an employee grows super-annuated. 

c. an employee dies during active service. 

d. an employee severs employment, volun- 

tarily or involuntarily. 


2. What Will Our Company Gain From An 
Employment Benefit Program? 

When an employee becomes totally disabled 
or aged an employer actually has only three 
choices. First, he can fire such an employee, 
that is the ‘‘do-nothing” policy of management. 
It is clear that this policy of management hurts 
employee “morale” and will not work. Stand- 
ing alone, the Old Age Benefits of Social Se- 
curity is an inadequate solution. 

The second choice of management is to 
“keep them on the pay-roll.” This involves a 
steady accumulation of fixed over-head in bad 
business years as well as good ones. Such pro- 
cedure could lead a Company to become top- 
heavy in over-head and non-competitive. To 
carry on the pay-roll, instead of a sinking fund, 
is simply to defer the cost to future manage- 
ment and future stockholders. It actually ex- 
aggerates today’s profits for today’s stockhold- 
ers and today’s management. 

No accountant will permit an employer to 
fail to set up a depreciation account to write 
off the depreciation of plant and equipment. 
It is likewise unsound business practice to fail 
to set up an account covering the depreciation 
of human machinery. Furthermore it is just 
as illogical to write off the depreciation of a 
human being after he has completed his years 
of service as it would be to use a machine in 


one period and write it off in another period, 
especially if the machine was used during a 
profit period and written off during a loss 
period. 

The third choice of management is the 
soundest and the most economical in the long 
run. This is to set up a sinking fund in the 
form of a formal plan or trust fund. Into 
this plan or trust fund the employer contrib- 
utes through the years in accordance with his 
ability and willingnes to pay. From out of 
this sinking fund the payments are made to 
employees who become disability or age pen- 
sioners. If an employer can successfully solve 
these employee problems he will attain the de- 
sirable business objectives of improved em- 
ployee morale; increased employee efficiency; 
decreased labor turn-over through holding de- 
sirable employees and attracting desirable new 
ones; and, finally, of minimizing labor dis- 
cord and strikes. 


3. What Type of Employee Benefit Program 
Should We Have? 

This depends primarily on the ability and 
willingness of the employer to pay the cost 
of the benefits. 

Thus, it is necessary to analyze the problem 
and evolve a program that will be consistent 
with the employer's budget. But, before pro- 
ceeding into the details of what such a pro- 
gram might cost, it is desirable to consider 
some other aspects of management policy. 


4. What Will It Cost This Year? 
A plan can be designed to meet whatever 
budget is available. 


5. What Will It Cost In Subsequent Years? 

Similarly, careful attention needs to be given 
to costs in subsequent normal-profit years. 

Management should have a study of pro- 
spective future costs compared to past and es- 
timated future profits. Then, a permanent em- 
ployee benefit program can be designed con- 
sistent with the company’s ability and willing- 
ness to pay in the complete cycles of peak, 
normal and bad years. 


6. What About Years of Bad Business? 

A plan can be devised which permits of little 
or no payments by the employer in bad busi- 
ness years. This flexibility is possible under 
a pension plan as well as a profit-sharing plan. 

One common mis-understanding among some 
employers is the notion that it is necessary to 
saddle their company with a straight-jacket of 
fixed annual contributions in order to have a 
pension plan. Such.a notion is incorrect. Flex- 
ibility of employer contributions is available 
(and acceptable under the Internal Revenue 
Code). Also, an employer is free to “write 
his own ticket’’ as to the amount and type of 
benefits, if any, in the event of severance of 
employment, death of employees in service, etc. 
(provided such provisions are non-discrimina- 
tory). 


7. Have We The Power to Alter or Termi- 
nate the Program? 

Management may alter, amend or terminate 
the program at any time—in whole or in part 
—in its sole discretion. However, proper safe- 
guards must be incorporated to protect the em- 
ployees as to any funds previously accumu- 
lated and care must be taken to meet the Com- 
missioner of Internal Revenue’s test of ‘‘per- 
manency” of program. 


8. What Employees Should Be Eligible for 
Membership in the Program? 
This is one of the most important decisions 


of management. It goes much deeper than the 
question of temporary high-tax rates or wage 
stabilization. It involves the long-range de- 
cision of management with reference to the 
solution of employer-employee relations in the 
event of the happening of disability, old age, 
severance of employment, or death of em- 
ployees in service. 


9. What Benefits Should Be Included in the 
Program? 

Again, the question of what benefits involves 
a careful evaluation by management of the 
benefits to employer and employee in relation 
to the stated budget of costs. For instance, 
should the program be confined to age retire- 
ment benefits only or should the program en- 
compass disability benefits and perhaps death 
benefits, even though the inclusion of disabil- 
ity or death benefits might mean a reduction 
of the age retirement benefits in order to keep 
the over-all costs within the same employer's 
budget? 

One of the popular mis-conceptions is that 
it is essential to have a fixed relationship be- 
tween one benefit and another. For instance, 
that there must be death benefits or that death 
benefits have tobe in the ratio of 100 times the 
monthly retirement income benefits, i.e. a $100 
monthly pension carries with it $10,000 of in- 
surance. This mistaken notion has arisen be- 
cause that is the usual relationship in the typi- 
cal annual premium retirement income policy 
plans of many life insurance companies. 

The fact is that a program may be designed 
without any death benefits or with any amount 
of death benefits that may be desired by the 
employer. Similarly, the program may be 
“tailor-made” to combine any combination of 
amount or type of benefits to employees in the 
event of age retirement, disability, or severance 
of employment. The important point is that 
the employer should design the program he 
wants and then select the financing methods to 
carry Out his wishes. The trouble is that the 
“cart has been put before the horse,” and that 
many employers have been sold ready-made 
packages without a careful enough study of 
other possibilities. 


10. How about Taxes? 

Basically, pension plans have been in ex- 
istence in this country for over 60 years. Dur- 
ing this interval there have been only two pe- 
riods during both wars when high corporate 
taxes were a big enough incentive to cause 
management to establish or continue such 
plans. In other words, in probably only less 
than 10 out of the past 60 years have taxes 
been a dominant influence towards establish- 
ing or continuing such plans. Hence in over 
50 of the 60 years management have had these 
employee plans because they have found them 
to be good for the business. Hence, an em- 
ployee benefit program should be designed with 
a view towards an estimated post-war tax and 
profit structure. In other words, we should try 
to design an employee benefit program based 
on a 1947 model of a 40 per cent. corporate 
tax instead of a 1944 excess profits tax model 
of up to 8514 cents. On the other hand, man- 
agement should avail itself of the flexibility 
permitted by the Internal Revenue Code in 
order to finance as much of its cost as permitted 
during the recurring cycles of high profits and 
high taxes. 


11. How About Salary Stabilization? 

Also, an employee program should be de- 
signed today with a view towards the employ- 
er’s concept of his post-war compensation plans 
on the assumption that there will be no Salary 
Stabilization Law in effect at that time. A 
sound employee benefit program presupposes 
that it is built on top of, and -in addition to, 
adequate and competitive basic compensation 
levels. 

(Please turn to page 94) 
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Famous submarine builder utilizes the exclusive flexibility, 


capacity, accuracy, and speed of Remington Rand Punched- 
Card Cost Accounting to weld together leak-proof cost figures 
in an unusually complicated government contract. 


Electric Boat Company,Groton,Conn., 
relates its experiences as follows: “On 
every contract for submarines, each added 
cost item due to wartime speed, overtime 
and doubletime, or changes ordered by the 
Navy, must be billed in detail. The condi- 
tions demand mechanical accuracy, thor- 
oughness...and speed!...conditions under 
which we knew our manual methods would 
prove inadequate. Therefore, in October 
1940, we installed Remington Rand 
Punched-Card equipment. 


“Even more valuable than the clerical say- 
ings effected is the smoothness with which 
every desired report is promptly produced 
for government and executive officials. The 
Navy cost inspectors keep in close touch 
with the mechanical methods used and 
accept our voluminous detailed reports 
without question. Prompt government ac- 
ceptance of reports simplifies our financing. 


“On each government contract the labor 





costs must be broken down each week by 
33 departments: by sub-divisions of the 
contract, by 10 major breakdowns, by about 
350 job numbers for productive labor, and 
30 job numbers for indirect labor. The 
drafting room and foundry costs are ana- 
lyzed separately in detail 


** The reports show, on every job, by depart- 
ments and shifts, the regular, overtime and 
total hours worked, and total labor costs. 
Five departments of the machine shop use 
a bonus incentive. 


The final tabulation of 15 reports is done 
in one night shift. 


**Our satisfactory experience with punched- 
card methods has taught us that when me- 
chanical equipment can so greatly reduce 
clerical effort, it pays to use sufficient units 
to handle peak loads promptly. 


We are finding many new ways to lighten 
clerical work in other departments where 
even overtime failed to carry the load.” 


This is but one of many cost account- 
ing procedures being successfully and 
economically handled by Remington 
Rand Punched-Card Accounting and 
Tabulating Machines. These machines 
bring to executives informative facts 
and figures often wanted, but hereto- 
fore considered too difficult, expens- 
ive or slow to obtain; and do this at 
a speed that permits the plugging of 
leaks before they become costly. De- 
tails of the Electric Boat operation 
which, in principle, can be widely 
applied, are covered in Certified 
Report #4301-6B — copies of which 
are available to interested executives 
by writing to our branch office nearest 
you, or direct to Remington Rand 
Inc., Tabulating Machines Division, 


New York 10, N. Y. 


PUNCHED-CARD ACCOUNTING 





* The HOLE 


... the Symbol eles Accuracy 
s @ : 


Write for: “The HOLE-STORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 


’ . = 
« KWIK-FAX e 

ONLY REMINGTON RAND TABULATORS CAN PRINT ONE 

A cost accounting report 1s only as valuable as the details 

it provides. The 100-column capacity of a Remington Rand 

| Alphabetical Tabulator— 12 more than any other punched- 

card system—gives plenty of “elbow room” for these details 

In addition, these 100 columns can carry either alphabet- 


\ MARK of a System 





REC mnie F erTes ar ei RES ON A&A SINGLE LINE 


ical or numerical information—an exclusive Remington 
Rand feature that adds 57 columns of alpabetncal capacity 
to each record. The greater flexibility, capacity, accuracy, 
and speed of Remington Rand Punched-Card equipment 
make it preferred by keen-minded organizations everywhere 
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(Continued from page 92) 


12. What About the Employer-Employee Re- 
lations Aspects? 

Most public opinion surveys have indicated 
that one of the major post-war problems will 
be that of employer-employee relations. Con- 
sequently, employee benefit programs in the 
post-war period will need to pay increasing 
attention to this subject. 

For example, a research study by the Pen- 
sion Planning Company showed that three 
plans, confined to employees earning over $3,- 
000 annually, included one out of six of their 
employees with fifteen or more years of service. 
That is, five out of six of such fifteen-year serv- 
ice employees were not included in the em- 
ployee benefit programs of those companies. 

An employee benefit program which fails to 
consider employer-employee relationship could 
have the adverse effect of hurting employee 
morale, decreasing employee efficiency, increas- 
ing labor turn-over, and increasing labor dis- 
cord. All of these are the exact opposite of 
the benefits that flow from a sound employee 


benefit program. 


13. What Is a Fair Cost to Stockholders? 

This problem needs to be studied separately 
for each company. In some organizations the 
profit margins are wide while in others they 
are very narrow. Also some companies have 
a steady flow of profits while others have re- 
curring cycles of feast and famine. 

In addition, there are cases on record which 
have demonstrated that sound employee plans 
have been inaugurated in order to help com- 
panies get out of red ink and into black ink— 
and such has been the proven result. All of 
this needs to be studied so that a tailor-made 
program can be developed which will be sound 
and equitable to stockholders, as well as em- 
ployees. 


14. What Financial Method Should We Con- 
sider? 


An employer has three financial methods 
available: (1) A trust fund invested in securi- 
ties, such as U. S. Bonds, etc. This is often 
called a ‘‘self-administered” or ‘“Trusteed” fund; 
(2) A group contract with an insurance com- 
pany such as group annuities, etc.; (3) A pen- 
sion trust which buys individual annuity poli- 
cies for each participant, usually with life in- 
surance. Each of these financial methods has 
advantages and disadvantages. The trend is 
towards a combination of financial methods in 
order to incorporate most of the advantages 
and eliminate most of the disadvantages inher- 
ent in each financing method. A self-adminis- 
tered trusteed securities fund has certain ad- 
vantages of flexibility which are not obtainable 
from any insured plan. On the other hand 
the institution of life insurance, representing 
as it does, one of the finest financial institu- 
tions ever devised by man, offers advantages 
of insurance and certaintly not otherwise ob- 
tainable. Consequently, these two financial 
methods drawn together have developed some 
of the finest employee benefit programs that 
exist in our country today. One of the prob- 
lems of management is to select capable, expe- 
rienced, and impartial consultants who will ad- 
vise with management on the ways and means 
of best combining these financial methods. 


Conclusion: 


We have discussed the fourteen points for 
consideration of management with reference 
to employee benefit programs. If management 
will consider them carefully it will have a se- 
cure foundation for the evolution of an em- 
ployee benefit program that will redound to 
the credit of management, capital and labor 
as well as being in the best interests of our 
country in the evolution of labor relations— 
one of the major problems in post-war Amer- 
ica. 
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Inventory Control as Applied to 
the Chain Store Industry 
By Cecil H. Candee 


The following article is based on a paper 
presented at the November 30, 1944 meeting 
of the Seattle Control, by Mr. Candee, a mem- 
ber of the Controllers Institute of America, 
who is secretary and treasurer of Tradewell 
Stores, Inc., Seattle, Washington. 


In developing this subject I found myself 
seeking the definition of inventory control. I 
believe there are two distinct types in chain 
grocery operation. One type being the physical 
inventory basis of control of cost of sales where 
no segregation is attempted of the items con- 
tained in the cost of sales, but the physical in- 
ventory is used to determine the value of the 
aggregate purchases which have not been sold, 
thereby arriving at a cost of sales. The other 
type is the accountability by the individual 
items handled so as to reflect necessary informa- 
tion concerning large warehouse stocks for buy- 
ing and merchandising purposes, as well as 
controlling the cost of sales. 

On the whole, chain grocery retail stores 
are stocked for current needs. Reserve stocks 
are maintained at wholesale distribution ware- 
houses and distributed to the retail outlets as 
needed on a weekly, semiweekly, or daily basis. 


RETAIL LEVEL CONTROL 


The limited size of the retail stores puts 
stock room space at a premium—and control 
beyond that afforded by the total inventory 
values arrived at periodically by actual physi- 
cal inventory is unnecessary. 

At the retail level there are perhaps three 
methods of control: 





First—All merchandise is charged the in- 
dividual retail unit at retail value for which 
the unit manager is held accountable through 
either sales, returns or transfers from the 
unit, advances, declines, or dump and spoil- 
age. Retail advances and declines are gen- 
erally controlled through the general office 
and a stock count taken at the time the price 
change is made at the unit, from which is 
computed a retail adjustment. Dump and 
spoilage records are kept indicating the loss 
due to shrinkage of perishables. This shrink- 
age, for satisfactory operation, must not ex- 
ceed a reasonable percentage of the total 
perishables handled by the unit, this percent- 
age being established by long range experi- 
ence and the comparison with other units of 
similar operating conditions. 

The “check out’’ under this method is ef- 
fected by the taking of a physical inventory at 
retail, which when applied against the book 
inventory will reflect the unit shortage. 
Shortage may be incurred through shop lift- 
ing Of mismanagement, such as authoriz- 
ing for payment invoices for merchandise 
which has not been properly checked into the 
the unit, or by misappropriation of store 
funds or merchandise. 

Second—Under this method, merchandise is 
charged the units at retail and cost. The retail 
values are controlled identically as outlined 
under the first method. Costs to retail units are 
usually actual jobber costs, plus a mark-up 
approximating the cost of the warehouse opera- 
tion. 

This method permits the computation of a 
book profit, which may be verified at any time 
by physical inventory. By carrying through at 
retail and cost values, the unit book profit is 
determined. The physical inventory under this 
method is taken at retail value, from which is 
computed the operating shortage at retail. This 


is reduced to cost by the mark-up or percentage 
of cost to retail value of the purchases, plus 
the beginning inventory for the period. The 
shortage at cost, so computed, is then added to 
the unit cost of sales, thereby reducing the in- 
ventory to actual instead of book value. This 
method effects probably the most complete re- 
tail unit control. 

Third—under the third method, purchases, 
are charged the retail units at cost only. No 
records (other than those desired for statistical 
purposes) are kept of dump and spoilage or 
advances and declines. The unit gross profit is 
determined by reducing the purchases, plus the 
beginning inventory by the ending physical 
inventory computed at cost. This method is al- 
most entirely lacking of control and results 
may be gauged only by comparison with the 
results of the other units of the chain, and are 
thus none too good, as conditions vary ma- 
terially in individual locations. The inventory 
under this method may be taken at retail value 
on the sales room shelf stock and reduced to 
cost by a predetermined percentage. This per- 
centage is established by occasional test in- 
ventories computed at cost and retail values, 
which will accurately reflect the mark-up on 
this section of the store. The stock on these 
shelves at inventory time is usually average 
—not entirely filled and conversely not empty. 
Surplus or storage room stocks, which are 
more fluctuating, are computed at cost and 
added to the shelf stock so computed to de- 
termine the unit inventory. 


WHOLESALE LEVEL CONTROL 


At the wholesale level, in smaller size 


chains, manual control is set up through stock - 


books, in which are entered at various inter- 
vals such as weekly (or other periods) quanti- 
ties on hand, ascertained by actual counting of 
the stock, from which the buying and mer- 
chandising departments determine their respec- 
tive courses of action. The buying department 
determining its purchase commitments and the 
merchandising department its selling and ad- 
vertising plans. Such stock books contain en- 
tries of purchases so that turn over may be 
ascertained as well as quantities on hand. Also 
costs may be entered, if desired, thereby en- 
abling the buyer to know the previous cost 
price as well as the market trend without refer- 
ence to actual cost records. 

The most effective method of warehouse 
stock control and the one used by operators 
with large distribution warehouses, is an adapta- 
tion of punch card tabulating machines. The 
warehouse merchandise is stocked in units of 
pre-determined size. Cards are punched from 
receiving records, one for each unit of mer- 
chandise. Every item stocked is given a code 
number, which together with cost value to the 
retail stores, shipping weight and other in- 
formation is punched into these cards and when 
run through an alphabetical tabulator, renders 
a printed invoice complete in every respect, 
printed, extended, totalled and ready for de- 
livery to the store, accompany the merchandise. 

The punch cards are ‘“‘stored’’ in tubs in 
code order. Each card bears a consecutive num- 
ber, which at a glance will indicate the quan- 
tity on hand at any time. Unless an inventory 
shortage has developed, it is impossible to bill 
out any items ‘not in stock.’ If the inventory 
has been exhausted, the punch cards have been 
exhausted also and the item would of course 
be shown “Out of Stock” in the tubs. This 
forms a very effective stock control. 


(Please turn to page 106) 
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INVENTORY CONTROLS 
(Continued from page 70) 











However, there is one very important 

stwar feature in civilian inventories; 
that is, the decision, where substitutes are 
now being used for another raw material, 
whether to continue the use of the sub- 
stitute after the war or to go back to the 
Original raw material. 

Gears and other moving parts of cer- 
tain machinery may have been made of 
plastics during the war. If experience has 
indicated that the plastic gears are more 
satisfactory than gears previously made 
of steel or brass, then the inventory of 
steel and brass used for this purpose 
should be disposed of as soon as possible 
and the accumulation of a reasonable in- 
ventory of the plastic to be used should 
occasion no concern. However, if the use 
of the plastic was not a complete success 
and if it was felt that a return to brass or 
steel would be desirable, then the plastic 
inventory should be kept down to the 
lowest possible working limits, and a pos- 
sible loss on the minimum quantity, 
which would be on hand at the time 
restrictions on the metals were removed, 
should be provided for. In cases like this 
management should decide, as soon as 
possible, whether new or substitute ma- 
terials will be continued or not. As soon 
as such a decision is reached, it should be 
communicated to those responsible for ac- 
counting and material control in order to 
reduce the inventories of such substitute 
materials to the lowest limits consistent 
with operating safety. 

Civilian materials at the present time 
are valued on one of three general bases: 
(1) cost or market, whichever is lower, 
on the last-in, first-out basis or on some 
average basis; (2) on the last-in, first- 
out basis making no provision for replace- 
ment of depleted inventories; and, (3) 
on the last-in, first-out basis making pro- 
vision for replacement of inventories in- 
voluntarily and temporarily depleted. 

The problems involving substitute ma- 
terials will generally be found among in- 
ventories valued at cost, on first-in, first- 
out or average bases. The substitute ma- 
terials have generally been purchased at 
fairly high prices during the war when 
there was little or no benefit in carrying 
them on a last-in, first-out basis. Even if 
they were carried on last-in, first-out, it 
would have little effect as prices have not 
been as high as it was feared they might 
be and they have been more stable than 
might have been anticipated. Inventories 
of material carried on the last-in, first-out 
basis without provision for replacement 
will almost always be carried at a con- 
servative value, particularly in the case of 
controlled materials. Stocks of controlled 
materials generally tend to decrease dur- 
ing the period of control and will, there- 
fore, be carried at the lowest price. This 
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Veterans Re-employment Rights 


The re-employment rights of veterans were 
analyzed by Mr. Hallan Huffman, general 
attorney, Great Northern Railway Company, at 
the 13th Annual Meeting of the Controllers 
Institute of America recently held in Chicago. 
In the course of his address, Mr. Huffman 
pointed out that “although the provisions of 
Section 8 of the Selective Service Act, which 
cover the re-employment rights of veterans, 
are well known to most employers, there is 
another provision of equal importance to in- 
dustry. This is Section 7 of the Service Ex- 
tension Act of 1941. 

“This section extends the same benefits to 
auxiliary services, that are given to the Armed 
Forces under Section 8. Section 7 applies to 
any person who, subsequent to May 1, 1940, 
shall have entered upon active military or 
naval service of the land or naval forces of 
the United States. This includes persons serv- 
ing in the Army, Navy, Marine Corps, Coast 
Guard, and, of course, in the WAVES, 
WACS, SPARS, and Women’s Reserve Corps 
of the Marines. 

“By Chapter 142, Act of June 23, 1943, the 
reemployment benefits of Section 8 of the 
above Act were extended to persons entering 
the service of the United States Merchant Ma- 
rine after May 1, 1940. 

“The benefits of the Act do not apply to 


members of the Coast Guard Auxiliary or to 
conscientious objectors. 

“We are in accord with and are glad to 
give full recognition to the reemployment 
rights granted to returning veterans by this 
legislation. Nevertheless, troublesome ques- 
tions concerning the construction and meaning 
of the various provisions and terms of Sec- 
tion 8 of the Act, may be presented for your 
determination from time to time. 

“For instance: What is a position ‘other 
than a temporary’ one? What is meant by 
‘still qualified to perform the duties of such 
position’? What constitutes a change in ‘the 
employer’s circumstances’ so that it is ‘in- 
possible or unreasonable’ for him to restore 
the employee to a position? 

“Certain phases of this last. question were 
considered by the United States Circuit Court 
of Appeals for the Third Circuit, in a decision 
rendered September 12, 1944, in the case of 
Kay vs. General Cable Corporation. Un- 
doubtedly other terms of this Section will be 
the subject of judicial interpretations from 
time to time. In the absence of a court deci- 
sion interpreting the meaning of a doubtful 
term, it would be well to submit the matter 
for ruling to the Regional Office of Selective 
Service or of War Manpower Commission.” 





is a satisfactory condition from a balance 
sheet point of view but is decidedly un- 
satisfactory so far as income and profits 
and taxes are concerned. 

If a material selling at the present time 
at 20c a pound sold at 10c a pound in 
1939, the year in which the company 
adopted last-in, first-out, and if this com- 
pany sold into its original inventory to 
the extent, say, of 100,000 pounds, it 
would show an inventory profit of $10,- 
000, assuming that its inventories were 
depleted to that extent during the war 
below the amount ordinarily considered 
safe and normal for operation. If the com- 
pany eventually replaced its inventory at 
a higher figure it would show an inven- 
tory priced higher than it would have 
been except for the temporary depletion, 
and the company would show, and pay 
tax on, a profit of $10,000 which had 
never, in fact, been earned. Taxpayers 
are now permitted, when such inventory 
liquidation has been involuntary, in effect, 
to reserve for replacement by not recog- 
nizing the inventory profit for tax pur- 
poses on the condition that the inventory 
is restored within a specific time. The tax 
treatment is eminently sound and fair, 
and wherever this option has been exer- 
cised by a taxpayer, it should be reflected 
in his corporate accounts. 

The same considerations apply to proc- 
essed and finished material except that 
under a recent Treasury decision (No. 
5407) the practice of many industries of 
carrying the raw material content of their 
inventories, as such, through the entire 
inventory has been confirmed by the 
Treasury as a proper method for the ap- 
plication of last-in, first-out. This was an 
important decision as there had been up 


to that time some doubt in the minds of 
officials of the Bureau of Internal Reve- 
nue about the propriety of assuming, for 
tax purposes, that inventories consisted, 
not of so many articles or pieces, but that 
they consisted of so much fabrication and 
so much raw material in whatever form 
the raw material might happen to be. 


INVENTORY LOSSES 


There will, in all probability, be in- 
ventory losses at the close of the war, 
but in many cases the impact of these 
losses will not actually be as heavy as they 
might appear. Companies paying excess 
profits taxes at substantial rates will suf- 
fer only to the extent of the difference 
between their loss and the rate of tax 
thereon. For example, a company in the 
80% class will lose only $20,000 by 
scrapping $100,000 worth of inventories. 
These conditions are what sometimes 
make contract termination settlements, in 
which no claim is made against the gov- 
ernment, advantageous. The losses in- 
volved are substantially offset by tax gains, 
and the company is saved the expense 
and trouble of preparing elaborate claims. 

Where inventory losses are indicated 
they should be taken as soon as possible. 
While carry-backs and carry-forwards of 
losses and of unused excess profits tax cred- 
its will, in many cases, effectively permit 
the deduction, it is still better to take such 
losses for tax purposes as soon as possible 
when the highest tax rates are being paid. 

The problem of postwar inventory con- 
trol seems to be two-fold: first, and obvi- 
ously, we must have the best information 
we can about our inventories, and, second, 
we must consider carefully why we have 


(Please turn to page 104) 
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Courtesy of the University 
Museum of the University 
of Pennsylvania 


Scientists who dig in ruins say it took 
an Egyptian scribe at least 18 hours 
to carve out the list of oxen, geese, 
breads, green eye paints, and jars of 
unguent on these 3800-year-old lime- 
stone tablets. 

Some American business forms are 
almost as complicated! Four forms 
where two might do, six typings in- 
stead of three, poor arrangement and 
poor organization all add up to higher 
labor and material costs. 
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Moore Business Forms, Inc., offers 
American business proved ways to 
simplify business forms and proce- 
dures. Moore studies your operation; 
recommends forms that will speed the 
process, save time and floor space; 
prints the forms and supplies them in 
lots of hundreds or millions, to any 
part of the country. 

The nine companies listed below 
have long been under Moore owner- 
ship. Now they combine under the 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y, 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 


SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


in Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 








Moore name — forming the largest 
company of its kind in the world. They 
offer a fund of business form experi- 
ence unequaled anywhere. 

A Moore specialist in your own field 
is ready to call on you now. The wayside 
store or the corporation with branches 
everywhere can listen profitably as he 
speaks. For immediate information, 
get in touch with the headquarters of 
your nearest Moore division, as listed 
below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AYER 
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INSTITUTE ACTIVITIES 








Varied Program of Institute 
Reflected in Report 


A report of the managing director of the 
Controllers Institute of America to the National 
Board of Directors, dated January 23, 1945 
included these items: 


During the past seven weeks, although 
this period of the year is one in which con- 
trollers and financial officers are exception- 
ally engrossed with year-end closings, and re- 
port making, there have been a number of 
interesting and significant developments in 
the activities of The Institute. 

The problem which brought most requests 
to the national office for interpretation and 
assistance was the tangle resulting from the 
conflicting laws and rulings in relation to 
the Social Security Tax, and the Federal In- 
come Withholding Tax, because of the 
change in reporting procedure to a wages 
paid basis, as contrasted with the wages 
earned basis. 

A number of contributions to the fund of 
the Controllership Foundation, Inc. were re- 
ceived, representing associate memberships. 
This followed the mailing on December 22 
of the first announcement of the formation 
of the Controllership Foundation, Inc. 

The net gain in membership of The In- 
stitute since September 1, 1944, to and in- 
cluding the date of this report, is 124 mem- 
bers, provided the recommendations of the 
National Admissions Committee are approved 
by the Board of Directors at its meeting on 
January 26. The net gain for the entire pre- 
vious fiscal year was 385 members. 

Approximately 260 members of The Insti- 
tute will serve on its national committees 
during the coming year. Formation of the 
committees has been completed with the 
tendering of appointments. Acceptances of 
the invitations to serve are still to be re- 
ceived from a number of members. 

Mr. Lisle W. Adkins, of The Crosley Cor- 
poration, was appointed by President E. W. 
Burbott as one of The Institute’s two repre- 
sentatives on the Advisory Committee on 
Government Questionnaires. Mr. Adkins 
succeeds Mr. E. Chester Peet, of the Shell 
Oil Company, Inc., who served more than 
two years on the committee and felt that he 
should retire from the work. 

The Buffalo Control organized and con- 
ducted a meeting on the subject of ‘‘Merit 
Rating’’ on January 12, enlisting the coop- 
eration of the Buffalo Chamber of Commerce 
and other organizations and individuals. Ap- 
proximately four hundred persons attended 
the meeting. An effort is being made in 
New York State to obtain an amendment of 
the Social Security law to provide for merit 
rating of employers. 

The four Controls in New York State— 
New York City, Buffalo, Rochester, and Syra- 
cuse—organized a State Legislative Com- 
mittee, composed of representatives from 
each of the four Controls. 

By mid-December the last two booklets in 
the series of five presenting the proceedings 
of the Thirteenth Annual Meeting of The In- 
stitute, were mailed to members. They were 
entitled “Federal Taxes: Today and Tomor- 
row’ and “Labor Relations.” 

A meeting of the Committee on War Con- 
tract Termination Policies and Procedures 
was held December 13. Mr. Christian E. 


Jarchow of the International Harvester Com- 
pany, is the new Chairman of the committee. 
An entire day was spent in discussing the 
details of problems presented by contract 
terminations, disposal of surplus inventories, 
and reconversion, 

A meeting of the Committee on Federal 
Taxation has been called to be held Febru- 
ary 9 in New York City. 

Plans were initiated for formation of a 
Control in Duluth in response to requests 
from various members in that city. 

President E. W. Burbott paid an official 
visit to the Quad-Cities Control on Decem- 
ber 7, 1944. 

The mailing of pocket membership cards 
to paid-up members was completed on De- 
cember 5, 1944. 

Payment of per capita remittances to Con- 
trols was completed by December 31, 1944. 

The Chicago Control accepted a proposal, 
at a meeting held December 14, 1944, to con- 
duct the Fourteenth Annual Meeting of The 
Institute in Chicago. In conformance with 
the regulations issued by the Committee on 
War Conventions, The Institute has supplied 
information to that committee with respect 
to its plans for a Regional Meeting which 
had been scheduled to be held in New York 
City as an Eastern Spring Conference on 
March 19, 1945. No ruling by that commit- 
tee has been received to this date, and as a 
reslt plans for the Regional Meetings and 
the Annual Meeting are undecided. 


260 Institute Members Serving on 
National Committees 


About one tenth of the members of the Con- 
trollers Institute of America are to serve on its 
National Committees this year. That number, 
approximately 260, does not include the hun- 
dreds of members who are serving as officers 
and directors of Controls, and on committees 
named by the Controls. 

This participation in the work of The Insti- 
tute, and of the thirty-six Controls, testifies to 
the interest which the members have in its 
work. The work done by these members, the 
time, thought, and effort which they contribute 
to the organization, are responsible in large 
measure for the success of its undertakings. 

There are reproduced here a few of the com- 
ments made by members of The Institute in re- 
sponding to tenders of appointment to National 
Committees. They are indicative of the spirit 
and interest of the members. 





I shall be happy to serve as a member of 
the Planning Committee of the Controllers 
Institute of America for the coming year. 
Please feel free to call on me any time that 
I may be of assistance. 





If it is agreeable to you I will be very 
happy to accept the appointment and will 
contribute whatever service to the committee 
in the coming year that I am able to. I want 
to thank you very much for considering me 
for membership on the committee. 





While my time has been fully taken up 
with many problems during these trying 
times, I will do all I can to serve The Insti- 
tute as a member of this committee. 


I am honored indeed to be selected for the 
Social Security Committee and I shall do as 
much as I can to assist Mr. Evans. I have 
been interested in the aspects of the em- 
ployer burden since the inception of SS leg- 
islation. I believe we can make some real 
contributions to simplify, if possible, the de- 
tail work of employer reporting. I am glad 
to accept, and shall try to justify your con- 
fidence in making the appointment. 





I shall be glad to work with Mr. Church 
on any problems which may come to him for 
The Institute. 





Indeed I shall be glad to serve on The In- 
stitute’s Committee on Publications for this 
coming year. Thank you for the reappoint- 
ment, and if I can be of any assistance to 
you, please do not hesitate to call on me. 





It is with pleasure that I accept your ap- 
pointment as a member of The Institute's 
Committee on Publications for the coming 
year. You may feel assured ‘that I will co- 
operate with Mr. Church in fulfilling the 
duties of this committee to the very best of 
my ability. 





I am sure I shall benefit by being involved 
in this work and shall be glad to do my part. 





It is with pleasure that I accept appoint- 
ment as a member of the Committee on Tech- 
nical Information and Research for the com- 
ing year. I shall give my cooperation and 
best efforts to Mr. Buetow in carrying out 
the work of this committee. 





It is with a great deal of pride and plea- 
sure that I accept appointment to member- 
ship for the coming year on The Institute's 
Committee on Technical Information and 
Research. 





I appreciate the honor of being asked to 
serve on The Institute’s Committee on Tech- 
nical Information and Research and shall be 
very glad to serve. 

I will gladly accept this appointment, and 
will do all in my power to assist in this pro- 
gram. 





It has always been my wish to take as ac- 
tive a part in The Institute as my abilities 
will allow, and I consider this an oppor- 
tunity to be of further service. 





My only hope is that I will be able to do 
justice to the job and measure up to the high 
standards which all of The Institute’s com- 
mittees have attained. 





I consider it a privilege to have the op- 
portunity to work with this Committee and 
wish you would convey to the Chairman, 
Mr. Riche H. Johnson, my willingness to co- 
operate and be of such assistance as he may 
feel I can offer. 





I am most happy to accept this appoint- 
ment and I sincerely hope that I will be of 
some help to Mr. Buetow and the other 
members of the committee in the work and 
problems that are to be handled by this com- 
mittee during the coming year. 





I shall be happy to serve as a member of 
the committee. I hope our committee will 
be able to render a worth while service. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
ROUND TABLE DISCUSSION 
The Western Michigan Control of The In- 
stitute held a round table discussion of cur- 
rent problems at its regular monthly meeting 
on December 27th at the Cascade Hills Coun- 
try Club, Grand Rapids. 


TWIN CITIES 
Topic: LABOR RELATIONS 
Mr. Sander Genis was the guest speaker at 
the January 2 meeting of the Twin Cities Con- 
trol which was held at the Minneapolis Ath- 
letic Club. His subject was ‘Future of Labor 
Relations—Union Viewpoint.” This was a 
supplement to the November meeting of the 
Control at which the management viewpoint 
on labor relations was presented. 





U. S. Treasury interpretations of 
Section 722 of the Revenue 
Act of 1942 stress the impor- 
tance of demand studies in prov- 
ing cases and the necessity for 
eliminating the effects of general 
business conditions in recon- 
structing earnings. Techniques 
required are explained in the 
pioneer work 


DYNAMIC 
ECONOMICS 


by 
CHARLES F. ROOS 


Chapters include: Demand for 
Consumers Goods, Automotive 
Demand for Gasoline, Demand 
for Agricultural Products, De- 
mand for Capital Goods, Factors 
Influencing Residential Building, 
Growth and Decline of Industry, 
Joint Demand and Loss Leaders. 
Costs and Profits, 


and Adjustments of Costs. 


Production, 


A few copies are still available. 
Price $5.00 


THE ECONOMETRIC INSTITUTE, Inc. 
500 Fifth Ave., New York 18, N. Y. 











TOLEDO P 
Topic: AUDITING 

Mr. William A. Sundstrum of Arthur An- 
dersen & Company, Detroit, was the guest 
speaker at the January 11 meeting of the 
Toledo Control of The Institute held at the 
Hotel Secor. Mr. Sundstrum is a member of 
the American Institute of Accountants and the 
Institute of Internal Auditors. Mr. William 
Webb, a member of the Control and treasurer 
of Textileather Corporation, acted as discus- 
sion leader on this occasion. 


SYRACUSE 
Topic: ACCOUNTING PRACTICES 
“Necessity for Changes in Accounting Prac- 
tices Due to Changes in General Conditions” 
was the presentation made by Mr. Harry M. 
Iverson, comptroller of the Carrier Corpora- 
tion, at the Syracuse Control’s regular monthly 
meeting held on January 16 at the Hotel Syra- 
cuse. A round table discussion followed Mr. 
Iverson’s address. 


SPRINGFIELD 
Topic: DEPRECIATION 
Members of the Springfield Control held 
their regular monthly meeting at the Sheraton 
Hotel on January 16 and considered the sub- 
ject of “Depreciation” in a round-table dis- 
cussion. 


SAN FRANCISCO 
Topic: POSTWAR LABOR 
Members of the San Francisco Control of 
The Institute heard Mr. David Jenkins, di- 
rector of the California Labor School, 
make a presentation on “Labor Faces Post- 
war America’ at their January 18 dinner 
meeting held at the St. Francis Hotel. 


ST. LOUIS 
CHRISTMAS PARTY 


The St. Louis Control of the Institute held 
a Christmas Party on December 19th in the 
Employees’ Cafeteria of the Falstaff Brewing 
Corporation. 


SEATTLE 
ROUND TABLE DISCUSSION 


A round table discussion on current subjects 
was featured at the December 28 meeting of 
the Seattle Control which was held at the 
College Club. A second feature of the evening 
was the presentation of movies of a Flying 
Fortress raid over Germany, the films being 
made available by Mr. Harold Bowman, a 
member of the Control, who is sectetary, treas- 
urer and controller and a director of Boeing 
Aircraft Company, producers of the Flying 
Fortress bombers. 


QUAD CITIES 
Topic: PERSONNEL PROBLEMS 
Mr. Rowland G. Wright of the Meredith 
Publishing Company and Si Baynes of the Iowa 
Power and Light Company, Des Moines, were 
the discussion leaders at the Quad Cities Con- 
trol’s monthly meeting held in Des Moines, 
Iowa, on January 4th at the Fort Des Moines 
Hotel. “‘Controllership and Today’s Person- 
nel Problems’’ was the subject considered. 


PITTSBURGH 
Topic: TAXES 


Members of the Pittsburgh Control held a 


joint meeting with the Pittsburgh Chapter of 
the Pennsylvania Institute of Certified Public 
Accountants and the Pittsburgh Chapter of the 
National Association of Cost Accountants on 
January 17 at the Fort Pitt Hotel. The speaker 
was Mr. Howe P. Cochran, Washington and 
New York attorney and lecturer, whose sub- 
ject was ‘Federal Taxes.” Mr. W. H. Dupka, 
comptroller of Jones and Laughlin Steel Cor- 
poration, was chairman of the meeting. 


PHILADELPHIA 
Topic: ECONOMIC OUTLOOK 
An analysis of the economic outlook was 
presented at the January 4 dinner meeting of 
the Philadelphia Control with Dr. Courtnay 
Pitt, director of public relations of the Philco 
Corporation, as the guest speaker. Dr. Pitt 
has had a varied career in both the educational 
and public relations fields with particular em- 
phasis on economics and international affairs. 
For its February 1 meeting, the Philadelphia 
Control scheduled Brigadier General Frank T, 
Hines in a discussion of ‘Re-employment of 
Veterans.” 


NEW YORK CITY 
Topic: PRICE CONTROL 
At the January 11 meeting of the New York 
City Control held at the Hotel New Yorker, 
Dr. Donald H. Wallace, special economics ad- 
visor, Office of Price Administration, made a 
presentation on ‘Price Control: Present Status 
and Problems of the Transition Period.” Dr. 
Wallace, a graduate of Harvard University, 
served as an instructor in economics at the 
University of Vermont and later became Asso- 
ciate Professor of Economics at Harvard Uni- 
versity. He is one of the few members of the 
staff of the Office of Price Administration who 
has been with that agency continuously since 
1940. 


MILWAUKEE 

Topic: CONTROLLER’S RESPONSIBIL- 

ITY 

The members of the Milwaukee Control 
heard Mr. A. G. Neal, president of the Po- 
tomac Electric Company of Washington, D. C., 
discuss “What the President Expects of the 
Controller” at the dinner meeting in the Uni- 
versity Club on January 9. Mr. Neal, who 
has been president of his company since 1939, 
has had many years of experience in account- 
ing and controllership both with industrial 
and public utility companies including serv- 
ice, for a number of years after 1919, as con- 
troller of Washington Railway and Electric 
Company and subsidiaries. 


LOUISVILLE 
CHRISTMAS PARTY 


A special Christmas party was held in The 
Pendennis Club on December 27th by the 
Louisville Control of The Institute. 


LOS ANGELES 
5-PART DISCUSSION 


Mr. Robert E. King, controller of Los An- 
géles Turf Club, Inc., was the general chait- 
man of a discussion on controllership prob- 
lems featured at the regular monthly mecting 
of the Los Angeles Control of The Institute, 
held on January 18 at the Hotel Clark. The 
discussion was divided into five industrial 
parts, as follows: General Services, Theodore 
Rothman, controller of the Pig’n Whistle Cor- 
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poration; Manufacturing, Roger Leason, vice- 
president and treasurer of the Emsco Derrick 
and Equipment Company; Finance, George 
Peachman, controller of the California Bank; 
- Petroleum, Richard A. Brooks, assistant con- 
troller of the General Petroleum Corporation; 
Amusement, Louis Sallet, controller of the 
Technicolor Motion Picture Corporation. 


KANSAS CITY 
Topic: INDUSTRIAL RELATIONS 
On January 8 the Kansas City Control of 
The Institute held its regular monthly meet- 
ing at the University Club with Mr. R. C. Ob- 
erdahn, Director of Industrial Relations TWA 
as the guest speaker. As his subject, Mr. Ober- 
dahn chose “Modern Trends in Industrial Re- 
lations.” 


INDIANAPOLIS 
Topic: JOB RATING 
Mr. Ralph L. Swingley, C.P.A., chief ac- 
countant and assistant secretary of the Indian- 
apolis Water Company, presented an address 
on “Job Rating” at the regular dinner meet- 
ing of the Indianapolis Control which was 
held on January 24 in the Hotel Lincoln. 
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HOUSTON 
Topic: CONTROLLER AND ACCOUNT- 
ANT 


Members of the Houston Control held a 
joint meeting with the Houston Chapter of the 
Texas Society of C. P. A.’s on Thursday, Jan- 
uary 25th at the Texas State Hotel. Mr. J. R. 
Jordan, Principal, of Price, Waterhouse and 
Company, was the guest speaker and chose for 
his subject, “The Relationship of the Con- 
troller and the Public Accountant.”’ 


HARTFORD 
Topic: PAYROLL ACCOUNTING 


Members of the Hartford Control of The 
Institute heard Mr. Francis Haskell deliver an 
address on ‘Factory Payroll Accounting’ at 
their regular monthly meeting held ai the Elm 
Tree Inn, Farmington, on January 11. Mr. 
Haskell is a past president of the Hartford 
Chapter, National Office Management Associa- 
tion, and the Hartford Chapter, National As- 
sociation of Cost Accountants, and is assistant 
treasurer and assistant secretary of the Wallace 
Barnes Company, Division of the Associated 
Spring Corporation. 


DISTRICT OF COLUMBIA 
ROUND TABLE DISCUSSION 


Mr. Reynold A. Lee, controller of Julius 
Garfinckle & Company, led a round table dis- 
cussion on the subject of “Payroll Procedures” 
at the District of Columbia’s Control meeting 
held on January 23 at the Carlton Hotel. 


DAYTON 
Topic: INSURANCE 
Mr. Robert F. Baldwin, vice president and 
general manager of the B. C. Coleman Insur- 
ance Agency was the discussion leader at the 
regular monthly meeting of the Dayton Con- 
trol held on January 11 in the Van Cleve 
Hotel. The subject for discussion was ‘‘Mod- 
ern Comprehensive, Direct Damage and Legal 
Liabilities Coverage.” 


CLEVELAND 
Topic: BUSINESS TRENDS 


The Cleveland Control of The Institute held 
its regular monthly meeting at the Cleveland 
Hotel on January 16th and heard Professor 
Malcolm P. McNair, Harvard Graduate School 
of Business Administration, present an address 
on “Current Business and Economic Trends, 
and their Significance to Management.” Pro- 
fessor McNair, well-versed on this subject, is 
the author of a number of books and publi- 
cations. 


CINCINNATI 
Topic: CONTRACT TERMINATIONS 


A round table discussion on ‘Practical Prob- 
lems in Contract Terminations’ was featured 
at the January 9 meeting of the Cincinnati 
Control, with Mr. L. W. Adkins, controller of 
The Crosley Corporation, acting as the dis- 
cussion leader. Mr. Adkins is a member of 
the Committee on War Contract Termination 
Policies and Procedures of The Institute and 
also represents The Institute as a member of 
the Advisory Committee on Government Ques- 
tionnaires. 


CHICAGO 
CHRISTMAS PARTY 
The Chicago Control of the Institute marked 
its 11th Anniversary with a Christmas Dinner 
Party held in the Stevens Hotel, on December 
15th. 


CHATTANOOGA 
ROUND TABLE DISCUSSION 


The members of the Chattanooga Control 
held a round table discussion at their Janu- 


ary 2 meeting at the Read House. The dis. 
cussion centered around the new withholding 
tax and its effect during 1945. 


BUFFALO 

Topic: UNEMPLOYMENT INSURANCE 

Members of the Buffalo Control heard Mr, 
Milton O. Loysen, Executive Director of the 
Division of Placement and Unemployment In- 
surance of the State of New York, at the 
January 9 meeting of the Control which was 
held at the Park Lane. Mr. Loysen made a 
presentation on “Some Views on Financing 
the Cost of Unemployment Insurance.” 

On Friday, January 12, the Buffalo Control 
held a joint luncheon with the Chamber of 
Commerce at the Hotel Lafayette, at which 
Mr. Floyd Chalfant, Secretary of the Depart. 
ment of Commerce, of the Commonwealth of 
Pennsylvania, spoke on ‘The First Year of Ex- 
perience Rating in Unemployment Compensa- 
tion in Pennsylvania.” : 


BRIDGEPORT 

Topics: PRE-TERMINATION; INVEN- 

TORY CONTROL 

Mr. George H. Maslen, Jr., vice president of 
the Bridgeport Control of The Institute, and 
controller of the American Chain and Cable 
Company, Inc., presented an address on “Pre- 
Termination Agreements on Contract Termina- 
tions,” and Mr. J. W. Morrell, his assistant, 
covered the topic “Inventory-Control and 
Valuations” at the January 3 meeting of the 
Bridgeport Control, which was held at the 
University Club. 


BOSTON 
Topic: CURRENT TRENDS 

Mr. Malcolm P. McNair, professor of mar- 
keting and business economics, Harvard Uni- 
versity Graduate School of Business Adminis- 
tration, was the guest speaker at the January 
9 meeting of the Boston Control, held at the 
Engineers Club. Mr. McNair, an outstanding 
educator with a wide experience in the con- 
sulting field, chose as his subject, ‘Current 
Business and Economic Trends and Their Sig- 
nificance to Management.” 

The Boston Control of the Institute held 
a joint meeting with the Boston Chapter of 
the National Association of Cost Account- 
ants and the Massachusetts Society of Certi- 
fied Public Accountants on December 13th 
at the Hotel Vendome. Mr. Maxwell E. Mc- 
Dowell, head of the tax department of the 
Standard Oil Company, Inc. (New Jersey), 
discussed “Outlook on Corporation Federal 
Taxation.” A discussion period followed the 
presentation made by Mr. McDowell, which 
was led by Mr. Harvard L. Mann, partner in 
the firm of Sparks, Mann and Company, who 
is president of the Massachusetts Society of 
Certified Public Accountants. 


BIRMINGHAM 
Topic: INSURANCE 

An address on “Aspects of Insurance Most 
Interesting to Controllers” was well received 
upon its presentation by Mr. N. E. Barker at 
the January 10 dinner meeting of the Bir- 
mingham Control which was held at the Hotel 
Tutwiler. 

In December, members of the Birmingham 
Control held their monthly meeting at the 
Mountain Brook Country Club with an 1m 
formal round table discussion of matters of in- 
terest to controllers occupying the discussion 
period. 


BALTIMORE 
Topic: VETERANS’ EMPLOYMENT 


“Employment—Returning Ex-Service Men” 
was the subject discussed at the Baltimore Con- 
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How to Produce 


CONTRACT TERMINATION INVENTORY SCHEDULES 


Faster — Easier — at Less Cost 


FTER a Government contract has been cancelled 
A and the physical items of the inventory have 
been segregated, it is necessary to prepare inventory 
schedules 2A, 2B, 2C, and 2D. These schedules 
must contain all vital information and descriptions 
of the various materials comprising the inventory, 
and usually have to be prepared in quantities greater 
than can be produced on a typewriter at one time. 


We here at Addressograph-Multigraph prepared 
32 of our terminations “the hard way” and then 
decided to put one of our own products, the Multi- 
lith, to work on the thirty-third. The result was 


what we sincerely believe to be the most satisfac- 
tory solution to the handling of the tremendous 
amount of paper work involved in terminating 
Government business. 


This simplified method is described succinctly 
in a booklet entitled, “How Multilith Systemat 
Duplicating Produces Contract Termination In- 
ventory Records Easier—in Less Time, at Less 
Cost.”” This booklet is yours for the asking. It will 
show you how you can produce 30 or more clear, 
legible copies of each inventory schedule in just a 
fraction of the time required by ordinary methods. 


p--—-Clip“and Mail this Coupon TODAY--—-4 


I Addressograph-Multigraph Corporation 
1 7200 Babbitt Road 
al | Cleveland 17, Ohio 
uj ty Td re Please send a copy of your booklet, ‘How Multilith Systemat Duplicating 
| Produces Contract Termination Records Easier—in Less Time, at Less 


Cost’ to: 


TRADE-MARK REE US PAT OFF 


I 
| 
SIMPLIFIED BUSINESS METHODS Name... Ws 4. Soo ae 
Multigraph, Multilith and Systemat are Registered Trade-marks of | 
Addressograph-Multigraph Corporation. | Compan cee ee CEE ER ee Tee ee ee ET eee eee oe 
| Address 
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trol’s January 10 meeting held at the Lord 
Baltimore Hotel. Lt. Col. H. W. Brosin, Of- 
fice of the Surgeon of the Third Service Com- 
mand, was the guest speaker. 


ATLANTA 
Topic: FREIGHT RATES 
Mr. J. R. Bachman presented an address on 
“The Southern Rate Situation” at the regular 
monthly meeting of the Atlanta Control which 
was held on December 26 at the Piedmont 
Hotel. 
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INVENTORY CONTROLS 
(Continued from page 96) 











these inventories, and how we got them, 
before we can make our minds up on how 
to dispose of them. 

Throughout industry there has been a 
letdown in standards of inventory con- 
trol during the war. Some of it has been 


Institute’s Recommendations 
Adopted in JTR-15 


Certain points relating to the question as to 
the time of the government taking title to ma- 
terial involved in terminating contracts, and 
the relation of disposition of such material to 
contract settlement, or removal of the material 
from the contractor's property, were covered in 
Joint Termination Regulation JTR-15. The 
regulation appeared in the Federal Register 
under date of November 10, 1944. These 
provisions were included in JTR-15 at the sug- 
gestion of the Committee on War Contract 
Termination Policies and Procedures of the 
Controllers Institute of America. 

As to policy, it is clearly stated in Section 
841.135 that “unless the war contractor de- 
sires to retain it, the termination inventory 





Three Members Pass Away | 

As this issue of “The Controller” | 
went to press, word was received in Na- | 
tional Headquarters of the death of 
three members of The Institute. Their 
obituaries will be carried in full in the 
March issue. The deceased are: 

Frederick R. Ficken, New York 

Walter G. Gleich, Detroit 

William T. Homer, Pittsburgh 











must be promptly disposed of or taken over by 
the Government.” 

This policy is further implemented in sec- 
tion 844.414, which reads as follows:— 

“Disposition not to delay settlement or re- 
moval. The act provides that the contracting 
officer shall not postpone or delay a termina- 
tion settlement beyond the plant clearance 
period referred to in section 844.413 for the 
purpose of awaiting disposal by the war con- 
tractor or by the Government of any termina- 


ECONOMIC CONSULTATIONS 
Under Section 722 


Presentation of Briefs Supporting 
Claims 


KARL D. PETTIT & CO. 
20 Exchange Place New York 5, N. Y. 








tion inventory listed in a termination inventory 
schedule. In carrying out the policy of ex- 
peditious plant clearance, removal of termina- 
tion inventory should not be impeded by con- 
centration of effort on disposition of the in- 
ventory. (JTR 414)” 

Section 844.426-2 states that— 

“Government officers may rely upon the 
representation of the war contractor in his 
certificate that title to material listed in the 
attached schedules is tendered free and clear 
of all liens and encumbrances.” 


The time of accepting title is the same as 
it was in the Army P.R. 15, that is, on execu- 
tion of a storage agreement or on removal of 
the material listed, which must occur within 
the sixty-day clearance period. The latter pro- 
vision is contained in section 844.414, which 
states that— 

“Within sixty days, or such longer time as 
may be agreed, after the war contractor sub- 
mits a termination inventory schedule in sat- 
isfactory form, the Government is under a duty 
to store or to remove the listed items not re- 
tained or sold.” 


Section 844.427-2 further provides that if 
an inventory schedule is not returned “to the 
war contractor within ten days of its receipt, 
the schedule will be considered satisfactory in 
form for purposes of storage or removal and 
the plant clearance period referred to in Sec- 
tion 844.413 will commence to run from the 
date the schedule was first received.” 





HOUSTON SPONSORS SPECIAL 
MEETING, FEBRUARY 16 


A special meeting for members of 
the Houston, Dallas and New Orleans 
Controls has been scheduled by the offi- 
cers and directors of the Houston Con- 
trol, for Friday, February 16. Both an 
afternoon and a dinner program, to- 
gether with a social hour, are being 
planned. Details will be made available 
to members of the three controls as 
promptly as possible. 

















CONTROLLER WANTED 


Large manufacturing company wants controller with top-manage- | 
ment viewpoint. Must be capable of making penetrating cost and | 
economic analyses and capable of contributing to top management | 
decisions. Reply in confidence either personally or through third | 
party to company’s management consultants, Box 473, “The Con- 
troller,’ One East 42 Street, New York 17, New York; give summary 
of background. No replies will be shown to client company without 
your permission. All replies will be acknowledged. 








unavoidable, but in other cases war con- 
ditions have been used as an excuse for 
avoiding the unpleasant chore of proper 
inventory taking and recording. During 
the war, while the heavy demand for pro- 
duction exists, the pressure of the armed 
services on management has resulted in 
the omission of procedures and the elimi- 
nation of records usually thought neces- 
sary. After the war, in statements for 
taxes, for termination and for renegotia- 
tion, and possibly to satisfy disgruntled 
stockholders, I do not think the omission 
of proper inventory methods will be 
looked upon with quite the indulgence 
accorded to it at present. 

It seems to me that any management 
which does anything less than is neces- 
sary for reasonably sound inventory con- 
trol neglects this work at its peril. In- 
ventories determine income and income 
determines taxes paid, dividends paid, 
bonuses, commissions and, in a growing 
number of cases, relations with labor. 
Operations based on estimated or unte- 
liable inventories, whether these be too 
high or too low, for a number of years 
will bring a highly unpleasant day of 
reckoning at the end. It is probably not 
too late now for the company which has 
abandoned or weakened its system of in- 
ventory control to restore this to what is 
needed to give a sound picture of its ac- 
tivities during the war period. 

If a company does not have sound in- 
ventory records during and at the end of 
the war period, it is impossible to plan 
proper inventory control for the postwar 
period. In the postwar period sales will 
be made to a large number of price-con- 
scious customers, which will be a great, 
and rather unpleasant, change from a pe- 
riod when most business was done with 
one customer whose only demand was 
production, or with individual customers 
whose cry was, “Goods at any price which 
the OPA will let us pay.” 

The sooner we realize that regardless 
of the results of the 1944 election there 
is “going to be a change,” the better off 
business will be. Proper inventory control 
and planning is one of the essentials for 
success in the postwar period, and the 
time to begin is now or a year or eighteen 
months ago. 





MERIT RATING 
(Continued from page 72) 











The Pennsylvania Law, providing for re- 
duction in the charges to experience-rating 
accounts by allowing credit for re-employ- 
ment of a beneficiary within his benefit pe- 
riod, is almost unique among states’ unem- 
ployment compensation laws, only Delaware 
having a similar provision. 

A recomputation of rates for the 1,267 
employers who established re-employment 
credit, using their gross charges before tfe- 
employment credit was deducted, revealed 
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con- : 
for that only 299 received lower rates than they 
. would have received had no such credit been 
pet allowed. In more than two-thirds of the 
ring cases the rate reduction was .5 to 1 per cent., 
pro- and in only one case out of twenty was the 
ned differential more than 1 per cent. 
3 It is evident that the coal industry, both 
Se anthracite and bituminous, benefited far 
imi- more from the re-employment credit factor than 
ces- did any other large industry, since it received 
for nearly three-fourths of the total amount of 
ei, such credit. The peculiar situation in the coal 
industry reflected by this finding may be attrib- 
tled uted almost entirely to the 1941 coal strike, 
10n At that time, nearly all coal miners were un- 
be employed long enough as a result of the strike 
nce to receive benefits, despite the application of 
penalty provisions in the Law with respect to 
labor disputes. However, since 1941 was 
lent otherwise a good year for employment in the 
ces- coal industry, most workers were rehired be- 
on- fore exhausting their benefits, and thus their 
} employers were entitled to re-employment 
In- credit. If any extensive unemployment other 
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uid try in 1941, many employers would not have 
j : : 
in been entitled to re-employment credit, because 
8 most workers would then have exhausted their - an 
0f. benefits. A — pane oer of —_ & This photo of a torpedoed Jap ship was . . 96%” 
1fe- stances may not arise again for a long time. ere : 
too _ The factor of re-employment credit resulted snapped through a submarine S periscope. Ges Oe 
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lan Pt “ey pres bsigers a legal — figures. The Printing Calculator lists employee No. 179, then figures 
e list of charges which were mailed to ‘ : 
vat employers who and re-employment credits and prints rate-hour computations for the regular pay— $38.40, and 
vill proved - Ne es —_— foiowess were overtime $18.00. From the gross earnings—$56.40, it deducts taxes 
yn- comparatively few appeals for redetermination. ae ‘3 : : 
at The successor-in-interest provision of the and other items to find $49.24 net pay... check the figuring data in 
De- 7 peared = be wud chief penis of actual a glance... right the first time! 
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. as sane “anadbs tax 31k wea aes. atom proving work nor for copying from dials. The printed tape proves 
the mass job of notification had been completed. your figures, stops errors, CoMserves time. 
ms aan capone gang ao Touch performance seems natural with the machine’s 10-numeral- 
wat cent. received the minimum rate of 1.0 per cent. key keyboard, and no specialized training is required. Its simplified 
off The average employer receiving this mini- operation promotes quick results from the very first day, and 
al mum rate had an annual covered payroll of Sie aibddk, didn tained iniaistatesecs 
about $55,700, while the average employer y perienced employees. / 
. Eosming ge the omg rate had an The Printing Calculator daily lifts payroll, invoic- 
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Ree saving 10: Bessipivenia. coubieyeis. in ing, statistical and all other kinds of figuring jobs 
poepiorenent compensation peta Ree as to new heights of accuracy and speed. Let it lift 
» the result of their reductions in rates for the year s - g te 
BNE on. the. hanks 48 shadiimaies ak Sern the figure load for YOU. Phone the nearest 7 
throughout the state as of the year 1943, prom- Remington Rand office for a demonstration “ 
ises to amount to approximately $78,000,000. today, or write to us at Buffalo 5, N. Y., for uy 
We have received into the fund to date it Paria i: a 
$776,941,501 and have paid out in benefits the free booklet TOPS. iy 
$216,378,973 leaving us a fund balance of a 
= ee, sith bicelles wee hates The hr 3 ae ts available on WPB be 
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ng get geal —— ee ,  warwork, maintain necessary civilian economy. 
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ed and if you have received any help o calight- The only PRINTING calculator with automatic division 
enment from my discussion I am well pleased. 
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Letters to “The Controller” 





INSTITUTE HAS POSTWAR 
OBLIGATION AND DUTY 


ARTHUR R. TUCKER 
Managing Director: 

I believe that The Institute, made up as it is 
of key men in American industry and business, 
has a very great opportunity, as well as an ob- 
ligation and duty to perform, in respect to the 
postwar period, and that the position of The 
Institute will become more and more impor- 
tant nationally as time goes on. 

STUART B. MILLER 
French & Hecht, Inc. 
Davenport, Iowa 


BETTER STOCKHOLDER REPORTS 
PAUL HAASE 
Managing Editor 

The article covering my address on annual 
reports before the Bridgeport Control was 
handled very well in the December issue of 
“The Controller,” and I wish to express my ap- 
preciation for your part in helping to foster 
the trend toward more complete and attractive 
corporation reports. 

It is possible that your members would be 
interested in the names of the companies whose 
reports were selected as outstanding in their 
respective industry classifications by the inde- 
pendent board of experts appointed by “‘Finan- 
cial World” during the past year. These ci- 
tations developed from our Annual Survey of 
Stockholder Annual Reports for 1943. 

The awards are intended to encourage con- 
tinual improvement in annual reporting, rather 
than the achievement of a high standard, and 
it is to be hoped that the corporations affiliated 
with the Controllers Institute of America will 
both maintain and expand their progress in this 
important phase of stockholder public rela- 
tions. 

WESTON SMITH 
“Financial World” 
New York 


The independent board of five experts which 
selected the two outstanding annual reports in 
each leading industry as well as the outstand- 
ing annual report of the year and the best orig- 
inal annual report cover design, included Nor- 
man Bel Geddes, industrial designer; Glenn 
Griswold, formerly publisher of “Business 
Week” and now editor of two business news- 
letters; Dr. Lewis Haney, who served as chair- 
man of the board and who is Professor of Eco- 
nomics at New York University and author of 
a syndicated financial column; Raymond C. 
Mayer, public relations consultant and past 
president of the National Association of Public 
Relations Counsel, Inc., and C. Norman Stab- 
ler, financial editor of the New York Herald- 
Tribune. Their selections follow: 

Outstanding Annual Report of the Year: 
Brown & Bigelow. 

Second Best Annual Report of the Year: 
Caterpillar Tractor. 

Best Original Annual Report Cover Design: 
Pan American Airways. 

Second Best Annual Report Cover Design: 
Superior Steel. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. 


Chicago, Il. 








Aircraft Manufacturing Machinery 


1. Glenn L. Martin 
2. Consolidated Vul- 
tee 


Airlines 
1. Pan American Air- 


ways 
2. United Air Lines 
Auto Equipment 


1. Thompson Products 
2. Bendix Aviation 


Automobile 
1. General Motors 
2. Packard Motor 


Beverage 


1. Hiram Walker- 
Gooderham & 


Worts 
2. Schenley Distillers 
Building Material 


1. Johns-Manville 
2. Carrier Corp. 


Bus Lines 
1. Greyhound Corp. 
2. Southeastern Grey- 
hound 


Chain Store 


1. Federated Dept. 
Stores 
2. Butler Bros. 


Chemical 

1.du Pont de Ne- 
mours 

2. Union Carbide & 
Carbon 

Coal & Coke 


1, Truax Traer 
2. Lehigh Coal & 
Nav. 


Clocks & Watches 


1. Hamilton Watch 
2. General Time Instr. 


Containers 
1. Container Corp. of 


m. 
2. American Can 


Dairy 
1. Borden : 
2. National Dairy 


Drug Products 


1. American Home 
Products 
2. Bristol Myers 


Electrical 
1. Allis-Chalmers 
2. General Electric 


Farm Equipment 


1. Caterpillar Tractor 
2. International Har- 
vester 


Films 


1. Universal Pictures 
2. Eastman Kodak 


Financial 
1. Merrill Lynch, 
Pierce, Fenner & 
Beane 
2. General Finance 


Glass 


1. American Optical 
2. Libbey-Owens- 
Ford 


1. Elastic Stop-Nut 
2. Food Machinery 
Meat Packing 


1. Swift 
2. Cudahy 


Metal Products 


1. Dresser Mfg. 
2. Reynolds Metals 


Milling 


1, General Mills 
2. Pillsbury Flour 


Office Equipment 
1. Remington Rand 
2. Pitney Bowes 
Packaged Foods 


1. General Foods 
2. Libby, McNeill & 
Libby 


Paper 


1. Dennison Mfg. 
2. Crown Zellerbach 


Petroleum 


1. Standard Oil (N. J.) 
2. Standard Oil (Ind.) 


Printing 


1. Brown & Bigelow 
2. Amer. Typefounders 


Public Utility 


1. Cons. National Gas 
2. United Gas Corp. 


Radio 


1. Stromberg-Carlson 
2. Emerson Radio & 
Phono. 


Rail Equipment 
1. Pullman, Inc. 
2. Amer. Car & Foun- 
dry 


Railroads 


1. Chesapeake & Ohio 
y. 

2. Chicago, Milwaukee, 

St. Paul & Pacific 
R.R. 


Rubber 
1. Seiberling Rubber 
2. Dayton Rubber Mfg. 


Shipping 
1. Maryland Drydock 
2. Amer. Export Lines 


Shoe & Leather 


1. General Shoe 
2. U. S. Leather 


Steel 
1. Amer. Rolling Mill 
2. U. S. Steel 

Sugar 


1. Amer. Sugar 
2. Amer. Crystal Sugar 


Telephone & Telegraph 


1, Am. Tel. & Tel. 
2. Int’l. Tel. & Tel. 


Textile 

1. American Viscose 

2. Tubize Rayon Corp. 
Miscellaneous 


i. Iron Fireman 
2. Micromatic Hone 


INVENTORY CONTROL 
(Continued from page 94) 











In addition to this advantage, it also permits 
the scientific arranging of warehouses so that 
store orders are written up and invoiced in the 
same continuity as the warehouse is stocked 
so that order pickers have but to follow this 
scientifically arranged route right on through 
until the order is filled. Thereby considerably 
expediting its completion. 

_ Buying department informatory cards may be 
inserted in the punch card tubs to automatically 
signal the time for re-ordering, etc. 

Valuable analysis of sales and turnover of 
commodities by stores, or districts, and other 
uses add additional attraction to the tabulating 
machine system. 

In dealing with your own stores, a great deal 
of formality may be eliminated. Orders from 
stores may be written up on blanks containing 
nothing but item code numbers with a small 
space provided along side each number for the 
quantity being ordered. In tabulating machine 
accounting, the typing and figuring is all done 
mechanically, cutting the possibility of error 
to a minimum and developing stock control at 
wholesale levels to a maximum. 





Position Wanted 











Controller-Treasurer 


Seeks permanent position with progressive 
company which desires more effective control 
over financial and accounting operations. Thor- 
oughly experienced in modern management, 
up-to-date methods and systems, general and 
cost accounting, budgets and taxes. Draft ex- 
empt. Address Box Number 472, “The Con- 
troller,” One East Forty-second Street, New 
York 17, N. Y. 


Office Problems Analyzed 


Seven steps toward simplified office proced- 
ure were recently outlined by A. H. Stricker, 
former manager of the Statistical Department 
at the Cleveland office of General Electric 
Company, who is now engaged in an advisory 
capacity with the federal government in con- 
nection with office operations. The seven steps, 
presented by Mr. Stricker in recent addresses 
before business organizations in New York and 
New Haven are: 

1. Establishing Requirements; 2. Assembling 
the Data; 3. Permanence of Files; 4. Arrang- 
ing Office Facilities; 5. Surveying the Job; 6. 
Measuring Work and Time; 7. Assigning the 
Work. 

On the occasion of another appearance, Mr. 
Stricker, in discussing noise within offices 
stated that “‘noise is an energy consumer. Tests - 
have shown that with acoustical treatment of 
ceiling and floors only . . . . production was 
increased by 10 per cent., and errors reduced 
22 per cent. But there are noise factors other 
than floor and ceilings which merit considera- 
tion and, if reduced, will be of assistance to 
operators in their work. Felt pads under ma- 
chines help .. .. felt-lined housing aroun 
particularly noisy machines will materially re- 
duce the noise in the office.” 











APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH ST. ss atranta 
ormene: NEWYORK Sauer 














H. CHARLES KWASHA 


Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. New York 4,N. Y. 
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s down the stretch . 
At the end of each month. 


f That Elliott-Fisher's speed way of 
{ posting... counts most. 


f But it's right from the start... right 

through each day... that the Elliott- 

{ Fisher saves important time and money 
| for you. 


Man hours and woman hours are turned 
to minutes. More work is sped through 
each day. The machine does everything. 
All adding, subtracting, totaling, and cross- 
balancing is automatic. 





- Your many different records are handled 

accurately and with dispatch. Each complete 
job, with its related entries, goes through in 
one operation. 
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Elliott Fisher Accounting Machines are available 
subject.to War Production Board authorization. 








Speed comes ... from Elliot” 

Fisher's exclusive flat writing sur-” 
face which provides quick insertion, 
alignment, and removal of forms. — 


. from the carbon paper roll that \ 
feuds between the sheets neat? and \ 


4 


instantly. 


...from the standard single“touch-type” 
keyboard, that’s a cinch for every typist. 


.. from the short hand travel, automatic 
tabulating, and line spacing. 


. from a dozen other time-cutting 
features, 


It will pay you well to start your accounting 
on the “Speedway of Posting”. Call your 
local Underwood Elliott Fisher office now for 
further information on the time and money 
saving performance of this simple machine. 









highest order 








Our factory at Bridgeport, 
Connecticut, proudly flies 
the Army-Navy “E", 
awarded for the produc- 
tien of precision instre- 
ments calling for skill 
ond ———- of the 
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Shorts FOUND & FIXED 
an electrical sales... 


The rush requisitions for the special 
type transformers burned out somewhere 
along the line... Socket sales weren't 
sparking... Armature and condenser 
orders showed erratic rpm’s ... Battery 
jumpers were jumpy. So was the sales 
manager. Late reports and inadequate 
information were short circuiting his 
operation, slowing up the rpm’s on this 
electrical supply company’s 3,000,000 
orders, 450 salesmen, 170 branch offices. 


A McBEE man was called in to study 
the situation; and devised a custom- 
built Keysort installation that sorts 


and tabulates all orders in minimum 
time... brings full accurate reports 
on orders and sales costs by states, 
districts, branches, men and customers 
three weeks earlier than before...and 
saves $20,000 a year over the system 
previously used! 

McBee methods and products are 
proved in thousands of companies... 
on sales analysis, production control, 
inventory, labor distribution, voucher 
distribution, personnel, statistics and 
research ... If you need management 
reports faster — perhaps McBee can 
help. Just call any of our forty offices. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17,N.Y. . . Offices in principal cities 





Withholding Not New 


From Mr. George E. Barnes, partner 
of the stock exchange firm of Wayne 
Hummer & Co. of Chicago, national 
headquarters of The Institute recently 
received a facsimile of an income tax re- 
port filed in 1867, the original of which 
is in the possession of Mr. Barnes. A 
study of the return is interesting be- 
cause it brings out some striking com- 
parisons with the items of income and 
deductions on present federal income 
tax returns. It is also of interest to 
note that a withholding tax was in ef- 
fect at that time but that it was confined 
entirely to the salaries of federal gov- 
ernment employees. 

From another source, it is learned, 
that this withholding tax act was 
adopted in 1862, whereby 3 per cent. of 
all salaries and payments of other kind 
to persons in the service of the United 
States government, including members 
of Congress, was withheld above the 
excess of such salaries or payments over 
the rate of $600 per year. 











“Basic Weaknesses” Are Seen in 
Accelerated Depreciation 


Accelerated depreciation for Federal income 
tax purposes was criticized for several “basic 
weaknesses” in a special statement issued re- 
cently by Maurice Austin, chairman of the 
committee on federal taxation of the American 
Institute of Accountants. He maintained that 
it might lead to unnecessary abandonment of 
much useful plant equipment, cause unfore- 
seen. competitive advantages and “influence 
business men to undertake transactions with 
an eye to tax savings rather than sound eco- 
nomic policy.” 

“The present proposal for high initial de- 
preciation,’ Mr. Austin explained, “is not 
comparable with the provision for five-year 
amortization of defense facilities. The whole 
justification for that provision was assumption 
that the useful life of such facilities would ex- 
pire at the end of the war, the duration of 
which was guessed at five years. 

“Perhaps the strongest objection to the pro- 
posal is that the economy as a whole is bound 
to suffer in the long run from artificial distor- 
tions of income for tax purposes, which un- 
necessarily complicate the tax system and in- 
fluence business men to undertake transactions 
with an eye to tax savings rather than sound 
economic policy.” ¥ 

Pointing out that good accounting, the basis 
of which is to tell the truth as clearly as pos- 
sible, demands that depreciation charges 
based on the best estimate that can be made 
and be allocated among the several years mak- 
ing up the useful life of a piece of machinery 
or other asset, Mr. Austin said that many ac 
countants believe that the Treasury Department 
has been entirely too rigid in its policy on de- 
preciation. ‘They feel,” he stated, “that in an 
area where precision is admittedly impossible 
there should be a good deal of flexibility.” 

“All this, however,” said the tax committee 
chairman, “is quite different from the sug- 
gestion that high initial depreciation on new 
productive equipment, unrelated to expected 
useful life, be permitted arbitrarily for tax 
purposes simply as an incentive to taxpayets 
to buy new equipment. The economic effects 
of such a policy are obscure. It might lead to 
unnecessary abandonment of much _ useful 
equipment, unforeseen competitive advantages, 
unsound price policies in the years ‘relieved 
of costs which belong to them, added burdens 
for taxpayers who cannot benefit from the 
‘break.’ ” 





